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82p Conearess ) SENATE REportT 
od Neé esion \ | No. L599 


AMEND AND EXTEND THE DEFENSE PRODUCTION 
ACT OF 1950 


May 27 (legislative day May 12), 1952.—Ordered to be printed with illustrations 


Mr. Maysank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
Together with the 


MINORITY VIEWS OF MR. DOUGLAS, MR. BENTON, AND 
MR. MOODY 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2594) to amend and extend the Defense Production Act of 
1950, and the Housing and Rent Act of 1947, and for other purposes, 
having considered the same, report favorably thereon, with amend- 
ments, and recommend that the bill do pass, 


GENERAL STATEMEN'1 


Your committee in reporting out this bill to continue wage and 
price controls for 8 months and the remainder of the Defense Produc- 
tion Act for | year, does so after long and thorough hearings on all 
phases of the problem, including the current steel management-labor 
controversy. Your committee and the Joint Committee on Defense 
Production on which five senior members of your committee serve 
and which is charged with overseeing the administration of the act, 
have kept themselves continuously informed on the operation of the 
act, particularly so on the more difficult and controversial problems 
that have arisen from time to time. ‘Thus, in recommending this bill 
for favorable consideration by the Senate we do so with fairly com- 
plete knowledge of its failures and accomplishments 

[It is your committee’s very considered judgment that the accom- 
plishments of the act have thus far greatly outweighed any short- 
comings, failures, or inconveniences that an act, which affects in sreh 
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82p CoNnGrEss } SENATE REpPortT 
2d Session j No. 1599 


AMEND AND EXTEND THE DEFENSE PRODUCTION 
ACT OF 1950 


May 27 (legislative day May 12), 1952.—Ordered to be printed with illustrations 


Mr. Maysank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
Together with the 


MINORITY VIEWS OF MR. DOUGLAS. MR. BENTON, AND 
MR. MOODY 


The Committee on Banking and Curreney, to whom was referred 
the bill (S. 2594) to amend and extend the Defense Production Act of 
1950, and the Housing and Rent Act of 1947, and for other purposes, 
having considered the same, report favorably thereon, with amend- 
ments, and recommend that the bill do pass 


GENERAL STATEMENT 
Your committee in reporting out this bill to continue wage and 
price controls for 8 months and the remainder of the Defense Produc 
tion Act for | year, does so after long and thorough hearings on all 
phases of the problem, including the current steel management-labo 
controversy. Your committee and the Joint Committee on Defense 
Production on which five senior members of your committee serve 
and which is charged with overseeing the administration of the act, 
have kept themselves continuously informed on the operation of the 
act, particularly so on the more difficult and controversial problems 
that have arisen from time to time. Thus, in recommending this bill 
for favorable consideration by the Senate we do so with fairly com- 
plete knowledge of its failures and accomplishments. 

It is your committee’s very considered judgment that the accom- 
plishments of the act have thus far ereatly ee any short- 
comings, failures, or inconveniences that an act, which affects in srch 
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direct way an economy as big and as complex as ours, could be 
expected to engender. Experience in the administration of the act 
and the good results which it helped to achieve have reduced to a 
minimum the failures, shortcomings, and the resulting inconveniences. 
The flexibility of operation for which the act makes ample provision, 
and the testimony of the various administrators that they intend to 
make full use of these powers, to which their various actions to date 
lead real credence, should serve as assurance that in extending the 
Defense Production Act we shall, in fact, as the declaration of policy 
sets forth, do the job of promoting peace and providing for our national 
defense in such a way 
* * * that the national economy may be maintained with maximum effee- 
tiveness and the least hardship. 

Your committee recognizes as Secretary of Defense Lovett re- 
minded us 


that the temptations to remove administrative controls which we bave imposed 


on ourselves over the past 18 months are often superticially attractive. 


And we wholeheartedly agree with him that 


lt ot easy to carry out a partial mobilization which would permit the build-up 
f the military strength necessary to national security and at the same time main- 
tain a strong civilian economy. It is novel and it is difficult. It has never be- 
fore been attempted in this country. It is patient and intelligent compromising 
which the middle way demands and which is never easy to achieve 


ACCOMPLISHMENTS 


In spite of all the difficulties of imposing and maintaining economic 
controls under a system of partial mobilization and partial war, our 
achievements have been enormous. As we pointed out in our report 
of August 7, 1950, initially recommending the Defense Production 
Act “the most satisfactory method of meeting the problem of increased 
requirements is expanded production.’’ The results we intended to 
be accomplished by that act are evidencing themselves magnificently 
and are fast proving the correctness of that contention. 

dur production of steel, fthe lifeblood of our industrial system, has 
increased from 96.5 milliog tons in 1950 to an estimated 112 million 
tons for the current year, {und if we are successful in maintaining our 
present mobilization efforts in 1953, we shall have reached the goal of 
120 million tons. By the third quarter of this year the direct military 
and defense-rated take will chew up almost one-fifth of our total steel 
supply, vet we shall have as much left for civilian purposes as we did 
in the first half of 1950. By 1953 the military and defense-rated 
demand for steel will increase further, but our steel production will 
have increased sufficiently by that time to meet that need and provide 
a civilian supply exceeding our highest peacetime demand. 

The production of our other basic metal, primary aluminum, 
increased from an annual rate of 735,000 tons during the initial months 
of the Korean conflict to an estimated annual rate of 1,030,000 tons 
this year and will double the pre-Korean war period production in 
1953. The military and indirect military demand for aluminum is 
much greater proportionately than it is for steel. The demand for 
aluminum is estimated to be approximately 43 percent in the third 
quarter of this year, and thus it will not be until sometime in 1953 
before the civilian market will get what it procured in 1950. Begin- 
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ning with 1953 the military and indirect military take is expected to 
decrease somewhat, and with the increased ahaderiiten which will 
come into being, it is expected that by the close of 1953 the supply 
available for civilian purposes will exceed that of 1950. 

Kor copper, the third basic material so necessary for our defense 
build-up, the outlook is not as bright as it is for steel or aluminum. 
[t will continue to be in short supply through 1953, at least. It will 
not be until 1954 that our total supply will exceed that of 1950, and 
while the military and defense take is expected to decline after the 
first quarter of 1953, it will still require somewhere between 30 and 
25 percent of the total — ly. It is hoped the at the resulting difficult 
situation will be eased in part by increasingly substituting aluminum 
for copper. 

The increase in our electric power expansion has more than kept 
pace with the expansion of the vital industries to which it supplies 
power. From a generating capacity of 68 million kilowatts in 1950 
it is estimated that the capacity will reach a figure of 84 million 
kilowatts this vear, 95 million kilowatts in 1954, and 107 million 
kilowatts, or a 57-percent increase over 1950 by 1954. 

Machine tools, upon which military production must wait until 
the proper ones are designed, ordered, and produced, doubled its 
production from 1950 to 1951, and in 1952 it is estimated it will 
double its production over that of 1951. The bottleneck was broken 
in 1951 as a result of a concerted and successful effort on the part of 
the defense officials and industry to subcontract a large part of the 
job. The backlog of orders has begun to decline. But the job is 
not over. Production still has to be increased and orders for tools 
must be synchronized to the vacant space appearing on the order 
boards of some of the companies. 

In the expansion of resources, short-term measures have been taken 
to bring out readily available new production, and long-range measures 
have also been used to open up new sources at home and abroad. In 
petroleum, 44,000 new wells were drilled last year, and this year about 
16,000 are planned. It is expected that refining capacity will increase 
from 7 million barrels a day to 8 million barrels a day by the end of 
1953. 

Magnesium production more than doubled in 1951 and_ barring 
power difficulties should more than double again this year. Zine ex- 
pansion projects should raise production in 1953 by 200,000 tons over 
the 1951 total of 1 million tons. 

The progress and development in transportation and other basic 
industries, and our supply of raw materials and minerals have paral- 
leled in general the growth described above. Investment in manu- 
facturing during the 6 months ending in March is estimated to be 
28 percent above the 1947-49 rate; utilities, 28 percent; and trans- 
portation, 16 percent above, and this after adjustments have been 
made for price changes. 

By the begmning of 1953 our mobilization base—the basic facilities 
necessary to expand military production—will be in most respects well 
on the road to completion. The period of severest shortages appears 
to be past and already the defense agencies have been able to remove 
and relax some controls on materials. On other materials still under 
control, allotments for nondefense production and construction have 
been increased 
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Deliveries of military “hard goods’’—planes, tanks, and other 
weapons——have reached $5.1 billion the past quarter. This is a 
gain of 38 percent over the previous quarter, and almost six times the 
rate of the first quarter after the invasion of Korea. Our present 
rate of deliveries is almost at the rate of $2 billion per month and 
it is expected to reach $3.5 billion a month at the end of the year; 
$45 billion worth of commitments with American industry for military 
procurement and construction have been made. 

All these accomplishments and others too numerous to discuss 
here have been made, and with relatively little reduction in or restric- 
tion of our civilian economy. 


THE PRODUCTION JOB AHEAD 


But we have barely started en the main job —military production 
for which the mobilization base is being fashioned. Deliveries have 
only been made of $26 billion worth of military goods from the start of 
Korean invasion up to Mareh 30 of this vear, while $71 billio 
including delivernes, have already beea obligated, and for whic. $94 
billion are available. In addition to this, $38 billion more have been 
requested, for a total of $132 billion. It was estimated that the rate 
of military expenditures this year would amount to $44 billion, but 
with the recent slow-up in the rate of military expenditures, the 
amount will probably run about $40 to $42 billion 

Nevertheless, the quantity of the materials to be delivered is enor 
mous. ‘To achieve the present military goal, it will be nee ssaryv to 
double the rate of output of hard goods and construction from the end 
of 1951 calendar year to the end of 1952. Many individual items will 
rise much faster-—-combat aircraft, for instance, by 2 times last De- 
cember’s rate. Plans call for maintaining the high) iate of military 
production which is expected to be achieved early next year through 
1954. The production of individual items will, of course, follow a 
varving pattern. The medium-tank program is expected to follow an 
increasing schedule. The number of aircraft is expected to level off 
next vear, but there will be an increasing number of jet engines pro- 
duced after that date. The production of heavier planes will continue 
to increase until the middle of 1954 

We tend to forget, when we refer to the number of planes in a 
statistical wav, how much effort, time, materials, and money go 
into them. The B-47, for example, requires 2 years to design, 2 years 
to reach the test-flight stage, and 2 more years before assembly-line 
production can be started. It contains some 72,000 parts, 40 miles 
of wiring, and 1,500 electronic tubes. It costs $2,500,000, or the 
equivalent of 300 moderately priced houses. 

Thus, the rate of increase of critical new weapons—the heart of ou 


military strength—over the next few vears will be as rapid as physically 
possible. The rate of increase will vary on different items. The 
leveling-off rate for some ites is several vears away, for others it will 


be sooner. But to insure their production and delivery will require 
continuous control and organization. Bottlenecks must continuously 
be attacked. 

The Department of Defense and the National Production Authority 
must continue to trace down specific components, materials, or tools 
that may be limiting the production of major items, and take the steps 
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necessary to bring these items up to sehedule. Your committee, in 
rejecting certain proposals to limit international efforts to assure a fair 
distribution of scarce materials among our allies, recognized the impor- 
tance of concerted and cooperative | tional action 

In addition to maintaining a high level of military producti mn, with 
the astonishing developments in military weapons and modern warfare, 
the modernization of our forces will require a constant replacement of 


equipment, much of it at heavier cost. Thus, we can never expect to 
return to conditions as they were before Korea. no matter how success 
ful we are in achieving our present military goals. Basie research and 
development will be continuously required, i we are to maimtain ou 


military might 


Qur mobilization base must be maintained in ever-readiness so that 


every element ol production will De ava lable when it ] rN eded 
[mp rtant to thi bas is our stock pil of critical materials The 
amount required should be constantly recalculated in the light of new 
developments During recent periods the rate of deliveries on many 
stock pile items has been slowed or halted In some cases withdrawals 
from the stockpiles had to be made. With supplies increasing, a 


) 
choice must be made as to the extent to which these increases should 
be channeled to the stockpile and the extent to which they should b 
diverted for civilian use In many cases, if we are to safeguard 
ourselves properly and prudently, we must complete those stockpile 
objectives in the shortest possible Lime In other cases, where the 
civilian need is very great and the calculated risk seems less, we might 
divert more to civilian uses. In the case of some materials, the elastic- 


ity of supply and d mand Is much greater, and hy a red tion of 


civilian consumption or by a higher rate of production in the United 


States or adjoining areas, we can provide for our defense needs. But 
if we do divert, we must at the same time make production plans or 
purchase plans to make up for such diversions 


In addition Lo these purely production aspects of the Ob. We have 





the related problem of manpower We must constantly be pre pared 
to have an adequate supply of properly trained military personnel 
available and i i ve sourcee of inal istrial cilled W rk Is We 
have managed to mect the needs to date, but any substantial increase 
in demand vould create anh enormous an Liki'- eachu (r probl ih} 


Related also to our problem of maintenance of high production is 
the maintenance of an adequate C1 il defense With the passage of 
time the chances for an all-out attack upon us increase, and 1 we are 
to maintain our military and civilian production and might during 
such perilous times, we must maintain our ability to spring back into 
production promptly following any attack 


ALLOCATIONS AND PRIORITIES 


The success thus far achieved in our mobilization efforts is due in 
very large part to the wise operation of the program of allocations and 
priorities. 

As we indicated above, it takes huge quantities of materials to make 
the progress which is required, if we are to make ourselves secure. 
Bv using the flexible priority and allocation provisions of the act, the 
administration has been able to channel materials to these essential 
programs, and to cut down on the demands of less essential users. 


“0066—52 2 
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The appropriate balance between supply and demand has greatly 
reduced delays in filling essential needs, as it has also helped to 
reduce the inflationary demands which at times have given rise to 
black markets in steel and other scarce materials. 

The degree to which we follow through and handle efficiently and 
expeditiously the job still ahead will depend in large part on the intelli- 
gence with which the controlled material program designed under this 
authority is carried out. The job today is not merely one of getting 
critical materials for the military and defense plants, but seeing to it 
that the remaining civilian supply is fairly and equitably distributed. 
Without authority to allot critical materials in short supply, the result 
would be a wild scramble among users in the economy—-resulting in an 
unfair distribution and unnecessary closing down of many small busi 
ness enterprises unable to obtain a fair share of on 

Secretary of Defense Lovett well stated the need for retaining the 
existing authority when he said: 


Remember, in spite of the progress we made during 1951, it was still essentially 


a vear of making ready. It was a time of designing and engineering, tooling up 
testing, and of getting ready the production lines to turn out their products. Ov 

the next year or so, the maximum production impact of our defense effort will 
oecur, and the long lead-time items, the heavy stuff, will begin to roll off the pro 
duction lines. More goods and services will be diverted from the nonessential 
civilian economy. Purchasing power will be up, goods available will be down 
When this impact is felt on our economy, its inflationary effect must be contained 


or much of the industrial strength of that we have built up will have been dissi- 


pated by the increased costs which will result, and the dislocations of price, wage, 
and profit which will ensue. The bill now before your committee will preserve 
and strengthen the statutory weapons with which we can help to make sure that 
our policy of containing inflation is effective. 

The Department of Defense, as the largest single purchaser in our economy, 
has a vital stake in the sufficienev of our stabilization efforts to meet the challenge 
that will be presented in the near future by our accelerated production and pro- 
curement programs. Not only would mounting inflation have a deleterious 
effect on our military budget in reducing the end items obtainable per dollar, but 
it also would make very difficult the necessary planning of production and pro- 
curement that must be done if the national security is to be intelligently safe 


guarded. As General Marshall reminded us in his appearance before your com- 
mittee last vear, ‘‘The loss of guns, tanks, and planes to a creeping inflation is 
just as damaging to national security as if they had been destroyed in battle o1 
captured by a more visible and concrete enemy. In either case, it is the Nation 


that suffers.’”? His observation is equally applicable now. 


Your committee concluded that it was absolutely necessary to the 
security of the Nation that these powers should be extended for 1 
year, to June 30, 1955. 

The decision to grant broad and flexible allocation and priority 
powers has been proved wise. In the period of the greatest and most 
general shortages, these powers were used very generally, to the great 
benefit of the armed services, the expansion program, and the main- 
tenance of the essential civilian economy, and at the same time 
helped greatly in preventing and reducing to the minimum the undue 
strains and dislocations upon produc tion and distribution of materials 
for civilian use, particularly in the case of small businesses. Now 
that the primary emphasis in the mobilnetinn program is shifting 
from the expansion of the basic capacity to the production of addi- 
tional materials and equipment, the allocation and. priority powers 
must still be used, but in different ways. 

The vast expansion program to which we referred above required 
huge quantities of steel mills, aluminum plants, and other facilities. 
This made it necessary to impose stringent restrictions on construction 
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of all sorts, with particularly serious effects on commercial and 
educational building. As more and more of the new production 
facilities approach completion, the demand fer structural steel has 
eased off. ‘This has made it possible to increase the supply of strue- 
tural steel available for commercial and educational building. 

At the same time the completion of aluminum facilities has greatly 
increased the demand for cryolite, an essential] element Ln) producing 
aluminum. This has made it necessary to impose new and mor 
stringent controls over cryolite. 

This example is typical of the changing picture in the field of 
materials. There are many more. In the recent past, it has been 
possible to remove or relax controls on cattle hides (NPA Order M-—35 
revoked effective February 29, 1952), horsehides (NPA Order M-62 
revoked effective February 29, 1952), glass ontaimers NPA Orde 
M 5}. revoked December OL 195] ‘ rubber NPA Orde NI a 
amended), sulfuric acid (schedule 3 to NPA Order M-45, revoked 
December 29, L951], NPA Order \i 94 Iss ied Decembet 29 195] 
lead (NPA Order M-—38, revoked May 15, 1952), cadmium (NPA 
Order MM 14, revoked Mav 15, 1952 and zine NPA Orde \IL-9 
amended May 15, 1952). At the same time, new or more stringent 
controls have been found necessary on silenium NPA Order M-91, 
March 3, 1952), cryolite (NPA Order M-—-99, issued February 29 
1952), diamond grinding wheels (NPA Order M-—103, issued March 
13, 1952), metal-working machinery (NPA Order M-—41, amended 
May 15, 1952), the use of copper in lighting fixtures (NPA Order 
M-—97, issued February 1, 1952), and the production of ligh 
plate on wide plate mills (Directive 5 to NPA Order M-1, ef 
May 3, 1952). 

The standards laid down by the act for the use of these powers are 
general—to promote the national defense by meeting the ree 
of military programs in support of our national security and foreign 
policy objectives and by preventing undue strains and dislocations 


f 


upon wages, prices, and production or distribution of materials for 
civilian uses, within the framework, as far as practicable, of the 


American system of competitive enterprise. These standards do not 
provide an easy, ready-made answer for the major problems involved 
in the mobilization program of this Nation and the free world. And as 
the requirements of the mobilization program shift from time to time 

constant reappraisal is necessary to assure that the guideposts of thu 
act are being followed. But vour committee is convinced that these 
guideposts are clear and have been and will be followed. Your com- 


mittee stated in 1950, and wishes to repeat again, the main ecuiding 
principle in the use of these powers 


However, while these powers are broad and are intended to be used broadly, it 
is the intent of the committee that they should b sed only where necessary O1 
appropriat ») promote t ational cefens I} should not be used to accom 
plish purpos>s, however meritorious, which bear no relati to national defens 
Your committee expects that careful attention should be give mn exercising these 
powers to assure that their exercise will be so confined 


OruerR Aips to PRropuctrion 
ACCELERATED AMORTIZATION PROGRAM 


No program in the history of modern industry has been more 
successful in promoting expanded production and industrial capacity 
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than has the tax-amortization program, which your committee 
recommended favorably to the Committee on Finance and to which 
vour Joint Committee on Defense Production has given considerable 
attention. It has encouraged the investment of $18.4 million in 
expanded capacity from the start of the program until April 15, 1952. 
While the amount of rapid amortization has varied widely by industry, 
and from company to company, the average amount of tax amortiza- 
tion allowed as a percent of proposed investments for the whole 
program is 58.8 percent 

Your committee has been critical of the use of certificates for plants 
which already had been planned and financed, and many of them al- 
most completed. It is your committee’s opinion that accelerated 
amortization was provided on the theory that when the war was over, 
the need for a particular plant would be greatly diminished and, 
therefore, the particular enterprise would never have been undertaken 
unless an immediate tax advantage was offered. <A plant that was 
already financed or under construction before Korea is prima facie 
evidence that the investors expected a good future market. Of course, 
something can be said, in fairness, that the accelerated amortization 
system engendered a great deal more postwar competition than a 
particular peacetime investor could have envisioned. 

Your committee also is of the opinion that the number of small 
businesses that have received certificates still appears far on the short 
side compared to the number given to the larger businesses. Your 
committee also hears many complaints about the delays with wh ch 
small-business applicants are faced. 

Your committee is also critical of the apparent laxity in granting 
certificates to certain entrepreneurs whose character and business 
standards leave much to be desired. 

Following is a cumulative list of the certificates of necessity that 
have been granted, by program, amount, and the percentage of 
certificates granted to each program compared to the total. 


Certificates of necessity 





Approved, cu l e as of 
Apr. 15, 1952 
M r pre 
Percent 
Number {mount 

ae wes of total 

I Land ! S04 $3, 642, O80, 000 10.8 
Railroads, other transportation and storage 1,098 | 2, 862, 542, 000 15.6 
Public utilities 348 2, 523, 966, 000 13.7 
Chen st 633 2, 029, 427, 000 11.0 
Crude petrol 1, refining and natural gas 307 1, 260, 767, 000 6.9 
A] Linu and J S09, 854, 000 1.4 
Aircraft ar parts S49 802, 926, 000 14 
lron ore mi Of 708, 160, 000 8 
Pulpand ] I 117 666, 479, 000 .. 6 
Machiner kcept electri ind parts 1,309 554, 551, 000 0 
} i] ma if equipment and supplies 19 304, 380, 000 1.7 
i class products 25] 296, 460, 000 1.6 

( ed petroleum pipeline 61 290, 107, 000 1.6 
) i ippl 471 226, 415, 000 1.2 
N fe A7 218, 826, 000 12 
{ a 67 209, 375, 000 1.1 
All other 1,875 998, 658, 000 5.4 
| 1, O68 18, 404, 973, 000 100.0 
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LOAN PROGRAMS UNDER TITLE III 


Section 301 loans or private loans guaranteed by the Government 
and made by a private bank are almost always cuaranteed by the 


vartment of Defense. More than 95 percent of the loans are used 
for working capital rather than for capital investment, and as such 
are, therefore, not directly related to the expansion of produetion 
facilities. 

The following table represents all thie loan cruarantes Actly Ly 
through March 31, 1952 


S ¢ Ol loan a ) V/ 
I 1 
Filed M 
Apt oved x4 
Denied 
Pending 
Section 302 or direct loans were certified to 177 appli ants in 


the amount of $288.5 million. Of these, 137 had been approved for 
$169.5 million, and 387 for $169.5 million were pending final RFC 
action. Interior approved $5.6 million, Defense Transport Adminis- 
tration $4.5 million, Department of Commerce $100 million, Defense 
Material Procurement Agency $168 million, and Defense Material 
Procurement Aven \ under delegation S170 million 

bons 


1O% 


Section 302 and 30 uns for the expansion ol supplies of critical 


metals, minerals, installation of equipment, and other special projects 
) 


bia 


of national interest totaled $3.7 billion through Mareh 31, 195! 
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Tue Price-STABILIZATION PROGRAM 


Most of the testimony which your committee heard related primarily 
to title IV, the price and wage stabilization program. As in the past, 
the testimony was either completely opposed to the continuation of 
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title IV, or completely in support of its continuation and strengthening. 
Much of the testimony could be summarized as ‘Control the other 
fellow, but not me.” 

But from all the testimony and after a careful evaluation and 
analysis was made of all the data submitted to your committee, a 
number of ; significant facts and trends stand out. These form the 
basis for what we believe are reasonable judgments and decisions 
which your committee made and which it recommends to this body. 


GENERAL PRICE STABILITY 


The most significant fact is the relatively high degree of stability of 
the general price level that this Nation has experienced since the 
relevant provisions of title TV of the Defense Production Act were 
put into effect during the early part of 1951, and especially during 
the last 6 to 9 months. 

As a result of the post-Korean wave of inflation, i Consumers’ 
Price Index of the Bureau of Labor Statisties (1935-39=100) had 
reached 183.8 by February 15, 1951, after an bid of about 8 
percent in 8 months. During the next 8 months, this index advanced 
slightly less than 2 percent to 187.4 on October 15, 1951; and since 
then it has fluctuated within a narrow range, with the latest available 
figures at 188.0 for March 15, 1952 

As usual, wholesale prices have been subject to substantially greater 
fluctuations. They rose more than 16 percent during the first 8 
months after Korea, from 100.2 in June 1950 to 116.5 in February 
and March 1951, according to the recently revised and greatly im- 
proved Wholesale Price Index of the Bureau of Labor Statistics. 
This eer inflationary advance was followed by a fairly steady and 
slow decline to 111.9 in April 1952. 

a still gre cater effect of the post-Korean inflation and a correspond- 

ely sharper correction occurred in the spec ‘ulative raw commodity 
markets which are reflected in the BLS Index of Spot Market Prices. 
The 195] peak of this index was 48.5 percent above its level before 
Korea but it now is only 12.3 percent above the pre-Korean level. 


SOUNDER PRICE RELATIONSHIPS 


Another striking fact emerges when the latest data for all three of 
these indexes are compared with their pre-Korean level. The Con- 
sumers’ Price Index now is 10.6 percent higher, the Wholesale Price 
Index 11.7 percent and the Spot Market Index 12.3 percent, although 
a vear ago the respective increases were 8 percent, 16 percent and 40 
percent. In other words, the sharp dispersion of price movements 
after Korea has been corrected by converging movements during the 
last year, and price relationships today are far healthier and more 
normal than they were a year ago, or when the price stabilization 
authority of the Defense Production Act was first put to use. 


THE EFFECT OF DIRECT PRICE CONTROL 
Your committee has heard a great deal of argument concerning the 


causes of the more stable and healthier price conditions that we are 
now enjoying. Some opponents of direct price control have claimed 
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that the improvement is due exclusively to normal market develop- 
ments, while others are willing to concede that increased taxation and 
a stricter credit policy have also plaved an important role. Advocates 
of direct pric ‘e control who have come before your committee have not 
denied that these so-called indirect controls have significantly 
assisted in stabilization. But they have emphasized that the most 
important contribution was made by direct price control. 

Your committee is willing to leave the final judgment in this dis- 
pute to the economic historians who will some day study this period. 
Meanwhile, however, it is impossible for your committee to overlook 
or disregard these blunt facts: (1) indirect controls which were put into 
motion shortly after Korea did not succeed in stopping inflation, and 
(2) the imposition of direct price control early in 1951 was promptly 
followed by the turn of the tide. Consumers and businessmen alike 
stopped their inflationary panic buying only when, and as soon as 
price control was put into effect. 

Your committee does not favor Government controls which inter- 


, 


fere with the operation of our free and competitive economy, except 
when emergency conditions make such controls necessary in the inter- 
est of the entire Nation. In re trospect, it must be s id, howe Ver, ths at 
the inclusion of price-control authority in the Siakeand Production 
Act, which vour committee proposed, and the Congress accepted, was 
a wise decision and the use of that authority after some lapse of time 
Was necessary and generally successful 

This conclusion becomes all the more clear when thought is given 
to the great change in the national production pa ttern which has 
been accomplished during the last 15 montis while prices were kept 
generally stable and realined in a sounder pattern. During this 
period, the gross national product rose from $304 billion to $335 billion 
in the last quarter of 1951—a 10-percent increase. National security 
expenditures, however, rose in the same time from $24 billion to almost 
$48 billion—a 100-percent increase. The share of our national output 
that is directly devoted to our defense production program thus has 
increased from less than 8 percent to more than 15 percent in little 
more than | vear—and this was accomaiebied without inflation and, 
in fact, with an improvement in our price picture. Without the De- 
fense Production Act this achievement would not have been possible. 


CONTINUING DANGER OF INFLATION 


While the defense production program has made substantial prog- 
ress, it is far from completion. As mentioned above, national security 
expenditures during the first quarter of 1952 absorbed at the annual 
rate of somewhat less than $48 billion, or 15 percent of the gross 
national product. Recent indications are that defense demands on 
the economy are rising rapidly at the present time. National secur- 
itv expenditures for the current quarter May average an annué il rate 
of $55 bilhon—an increase of almost 15 percent in 3 months. Toward 
the end of the calendar year 1952, the total is expected to reach an 
annual rate of $60 billion. 

It is also important to note that the incre ases scheduled from here 
on will almost entirely relate to production of hard goods and military 
construction. These items alone, which initially accounted for only 
a modest proportion of total defense spending, are scheduled to reach 
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a delivery rate of $3.5 billion a month—or an annual rate of $42 
billion—around the end of calendar 1952 or the beginning of 1953, 
and they will coniinue at that level into the latter part of 1954. This 
involves a further substantial shift in the paitern of our national 
production and any such shift is accompanied by danger of infla- 
tionary pressure. ‘The expansion of industrial capacity which has 
been accomplished under the provisions of the Defense Production 
Act will facilitate this shift. Nevertheless, we cannot ai this time 
be sure that no inflationary pressure will resuli in the industries most 
directly affected. 

This possibility is especially serious at this time because the Treasury 
is currently operating with a deficit and the budget for fiscal 1953 is 
almost certain to show an even larger deficit. In fact, present pros- 
pects for avoiding a deficit in fiseal 1954 are at least dubious. The 
inflationary potential involved in this budgetary outlook certainly 
cannot be overlooked by the Congress. 

Nor must we forget the basic reason why this Nation had to under- 
take an CaheeneeatAey defense mobilization program——the threat of 
Communist aggression. Truce negotiations in Korea have been pro- 
ceeding for many months and have not reached a conclusion. Your 
committee does not feel called upon to appraise the probability of 
peace in Korea but it certainly cannot recommend to the Congress to 
anticipate such a peace in making its decisions on the Defense Pro- 
duction Act. 

Even if there were peace in Korea today, tomorrow, or next month, 
the American people still could not feel secure. Communist aggres- 
sion might start at some other place at anv time. If it did, and if we 
did not have special protection, fear of war might quic KI bring about 
another wave of panic buying like the one experienced after Korea, 
With national security expenditures several times as large as they were 
at that time, and with the Government’s financial operations showing 
a large deficit, the inflationary effect of an international incident could 
be even more rapid and serious than it was after Korea. How often 
can our economy stand so destructive an upheaval? 


EXTENSION OF PRICE STABILIZATION AUTHORITY 


In the face ot a rapidly risl oe deferse production program, a grow ing 
budget deficit, a tense international situation— in the face of the danger 
of inflation arising from these factors, it clearly would be foolhardy to 
discard at this time the special emergency protection of price 
stabilization. 

Your committee does not modify its basic position that ssioggierr arm 
should never be used by this Government in normal times, and i 
emergencies only to the extent that the economic security of the 
Nation requires. Indeed, your committee recognizes that the success 
thus far attained by the stabilization program makes it possible to 
reduce at this time the area of our economy requiring close control, to 
which we shall make further reference. 

Your committee, moreover, hopes that the increase m national 
output and the expansion of productive capacity that is going forward 
will further reduce the need for direct price control even while the 
defense production program is still under way. Because of this hope, 
your committee cannot concur in the recommendation made by the 
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President and by the administrators of defense and_ stabilization 
agencies that the Defense Production Act be extended for 2 years. 

Direct economic controls are so undesirable that the Congress must 
have more frequent opportunity to review the need for them. Price 
and wage controls in particular are controversial. Your committee 
therefore recommends that title IV of the Defense Production Act 
be extended to March 1, 1953. By that time, a new Congress will 
have had the opportunity to appraise the economic situation and to 
decide whether price and wage controls are still necessary. 


APPEARANCE OF SOFT MARKETS 


While the increasing demands of the defense production program 
and the budgetary situation in the judgment of your committee do 
not allow the termination of price stabilization at this time, your 
committee has given much thought to the testimony of numerous 
witnesses who have reported the appearance of soft markets in their 
trades and industries. 

It is clear that a substantial number of commodities are currently 
being sold at prices below ceilings set by the Office of Price Stabili- 
zation. The most comprehensive statistical information on this sub- 
ject was submitted to your committee by the Director of Price 
Stabilization (hearings pp. 154-165). In summary, these statistics 
show that, as of December 15, 1951, peak prices prevailed for 58 
percent of the consumer purchase reflected in the Bureau of Labor 
Statistics Consumers’ Price Index. Eighty percent of consumer 
prices were within 2 percent of peak and 86 percent within 5 percent, 
while only 8 percent were 10 percent or more below peak. Sub- 
sequently prepared statistics of the Bureau of Labor Statistics show 
that on March 15, 1952, items sold at peak accounted for 50 percent 
of the Consumers’ Price Index, items within 2 percent of peak for 
71 percent, and items within 5 percent of peak for 85 percent of the 
Consumers’ Price Index, while items 10 percent or more below peak 
accounted for slightly less than 10 percent of the Consumers’ Price 
Index. 

Statistics submitted by the Director of Price Stabilization further 
showed that as of early 1952, 63 percent of all wholesale transactions 
were at peak prices or ce ‘ling prices where the latter are below peak, 
while 16 percent were slightly, and 21 percent significantly below peak 
or ceiling. A further breakdown showed for commodities of wide 
general interest, which account for just under half of all wholesale 
transactions, the following figures: 41 percent at peak or ceiling, 20 
percent slightly below, and 39 percent significantly below ceiling 
In contrast, the other half of wholesale prices, those of interest ms ainly 
to business, showed these figures: 84 percent at peak or ceiling, 12 per- 
cent slightly below, and only 4 percent significantly below peak or 
ceiling prices. (According to a subsequent check with the Office of 
Price Stabilization, these figures showed only minor changes since 
then.) 

In accordance with these figures, much other testimony made 
clear that, while prices generally have not declined much (as shown 
by price indexes) and while there is little or no price softness in many 
areas of the economy, there are some other areas in which a substantial 
number of prices are significantly below ceilings. 


20066—52——3 
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In part, this situation is, of course, due to the fact that most price 
ceilings are based on the high level reached in the period December 
19, 1950, to January 25, 1951. Prices for some material may have 
receded below this high level and still be inflationary. For this 
reason alone, a cood many pr ices would have to be below ce ‘ilings unless 
we had been completely unsuccessful in preventing an all-pervading 
and continuing inflation, unless ceilings had been reduced in every 
ease i which market prices declined—a policy which your committee 
would neither recommend nor approve. 

There are, however, also a number of commodities selling far below 
ceiling and with no prospect that they will reach ceiling prices in the 
foreseeable future. Your committee does not believe that price 
control need or should be maintained for such commodities. There 
is no justification in these cases for burdening business with the incon- 
venience and workload necessarily involved in price control. It is 


true that there is, in our present situation, also no justification for 
disregarding as continued existence of the danger of resumed infla- 
tionary pressure. But, in the opinion of your committee, Government 


must and can discharge its responsibility of guarding the Nation 
against inflation without imposing needless burdens on the economy. 


SUSPENSION OF PRICE CONTROLS BY THE OFFICE OF PRICE STABILIZATION 


At the very beginning of the hearings held by your committee, the 
Director of Price Stabilization reported that a special committee had 
been estab lished j in the agency to develop means for adjusting price 
control in soft markets (hearings, pp. 168-170). He emphasized 
that suspension of control, rather than decontrol, would be used and 
that controls would be made fully effective before there can be pene- 
trations of present ceiling levels. Your committee urged the Director 
to proceed along these lines and he returned at a later date to give a 
more extensive report (hearings, p. 2417). This report covered the 
progress ms = by the OPS committee, the basie policies and standards 
adopted, and a list of commodities suspended from price control at 
that time. This list ineluded: 


Cattle hides Crude sovbean oil 
Kips Crude corn oil 
Calfskins Burlap 

‘Tallow Wool 

Lard Wool waste 
Animal waste materials Wool tops 
Vegetable soapstock Wool noils 

Crude cottonseed oil Alpaca 


Since then, the Office of Price Stabilization has further pursued its 
suspension program and has suspended price regulations for raw cotton 
and cotton, wool, and synthetic textiles. 

It is the understanding of your committee that, while these price 
regulations are suspended, businesses covered by them need no longer 
pay any attention to price control and are relie ved of all its burden. 
Your committee wants to emphasize, however, that the Office of Price 
Stabilization is not thereby relieved from its responsibility in regard 
to the prices affected. The Director has assured your committee that 
appropriate steps will be taken to prevent these prices from rising 
above the suspended ceiling levels, if they should again closely ap- 
proach these levels, and your committee expects that this be done in 
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accordance with the provisions made therefor by OPS in connection 
with each of its suspension actions 

Your committee notes that these provisions made by the OPS vary 
from case to case, according to the volatil tv of price and othe! 
relevant factors embodied in the agenev’s standard This will ma 
it possible for OPS to suspend price ceilings im solt markets without 


INCUPrrimne the dqangver tha the suspend: HHH | f I prerced 
ease of a renewed price ris } iy hou j } | 0 
price control on business when such control is not neede 


Your committee « xpects that this pol ev will be continued by OPS 


] j 1i4 ‘ + ] . 
and will be extended to additional areas, even the ugh its particular 
form of application will have to be varied accoramyg to thi circum- 
stances of each case. In view of the complexity of our economy, the 


‘ 


interrelationships between soft markets and markets that are not so 
soft, and the responsibilitv involved, your committee recognizes that 
careful studv must precede the ext nsion of this poliey mnto new areas 
Therefore, your committee does not mean to criticize the OPS for 
proceeding with appropriate caution. But vour committee wishes to 
express its expectation that this program be pursued | irther with all 
practical dispatch 


\MENDMENT ON SUSPENSION 


] 


A number of witnesses appearing before your committee have urged 
that the Defense Production Act be amended to eliminate price 


control from areas where it is no longer needed and some formulas 


have been proposed to achieve this end. Your committee has not 
found any of these formulas suitable for sufficiently general application 
to include them in the act lt appears to your committer that each 


case must be judged on its own merits. Otherwise, suspension will 
either involve too large a risk of permitting price rises, or else it will 
be confined to too narrow an area. 

For this reason, the Director of Price Stabilization and other stabil- 
ization officials have urged that the matter be left entirely to adminis- 
trative discretion Your committee did not consider this course appro- 
priate. Administration policies and programs may be changed at will 
and without notice to the Congress Therefore. the Congress should 
not at this time extend authority for price control without giving legis- 
lative foundation to the suspension program that has been developed. 
Your committee proposes to do this by insertion of section 411 into 
the act. 

This amendment reaffirms the policy of the Congress that the powers 
conferred by the act be so used as to permit the earliest possible termi- 
nation of general price and wage control. The amendment further 
provides that, pending such termination, the policy of suspension is 
to be applied wherever appropriate in the light of all the cireum- 
stances, such as conditions of supply, existence of prices below ceil- 
ings, historical volatility of prices and relative importance to living 
costs and business costs, and it may be noted here that these costs 
also affect the costs of the defense production program. 

The amendment specifically emphasizes that actions to be taken 
under this provision must be consistent with the purposes of the act, 
including the avoidance of dangerous or cumulative unstabilizing 
effects. Accordingly, the amendment further requires that suspension 
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be terminated when that is found necessary to achieve the afore- 
mentioned purposes of the act. Upon terminating the suspension 
order price ceilings shall be reimposed at levels no lower than those in 
effect when the suspension order was issued. 










THE RELATION OF PRICE AND WAGE STABILIZATION IN REGARD TO 
SUSPENSION 


From the beginning of its work on the Defense Production Act, it 
has been the policy of your committee to provide for the appropriate 
relationship of price and wage stabilization and the Congress has 
approved this policy and incorporated it in sections 402 (b) (3) and 
402 (b) (4) of the act. These sections clearly express the intent of 
the Congress to view price and wage stabilization together, since 
prices cannot be stabilized without reference to wages and wages 
cannot be stabilized without reference to prices. In accord with this 
general policy, your committee considers it necessary that the amend- 
ment providing for suspension of price stabilization in appropriate 
circumstances also provide for suspension of wage stabilization wher- 
ever appropriate. This is done in section 411 as proposed by your 
committee. 

This committee and the Congress have never regarded the general 
policy discussed above as a rigid rule to be followed mechanically. 
This is indicated by several provisions of the act, including sections 
402 (e), 402 (f), and 704. Exactly like these provisions, the proposed 
section 41] permits some separation of suspension of price controls 
and suspension of wage controls. This does not mean that the price 
control agency should not look at the wage situation insofar as it is a 
relevant factor in arriving at its decisions on the suspension of price 
controls. Similarly, the wage-control agency should take the price 
situation into account in deciding on suspension of wage ceilings. The 
decision to suspend price ceilings, however, need not be dependent on 
any specific action in regard to wage ceilings, and vice versa. 

No other approach would be practical. Prices of materials are 
affected by supply and demand for them and for related or competitive 
materials. While the resulting business conditions in the industry 
producing a material may have some influence in the wages this 
industry is willing and able to pay, these wages often are related in a 
much greater degree to conditions in other industries located in the 
same geographic area and using similar skills. Many industrial areas 
contain diversified industries selling their products in markets that 
are entirely unrelated to each other but drawing on the same labor 
pool for both unskilled workers and those skilled crafts that are needed 
in many different industries for maintenance and other purposes. 

Therefore, undesirable consequences would result if suspension and 
reimposition of wage regulations were to disregard labor-market 
conditions and were instead to be governed solely by conditions in 
commodity markets, and vice versa. If wage ceilings could not be 
separated, prudence would require suspension be limited to those 
instances where the conditions for suspension would be simultaneously 
present in regard both to the markets for the materials concerned and 
the labor markets involved. In view of the highly complex and by 
no means identical patterns of markets for materials on the one hand 
and for labor on the other, this would be an impractical limitation of 
the suspension program. 
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In appraising this problem, it must be kept in mind that the suspen- 
sion program 1s ap only for such areas in which either prices of 
materials or wages are below present ceilings with no prospect of their 
reaching ceilings in the foreseeable future. Under these conditions 
your committee can see no possible threat to wage stabilization from 
suspension of price control, nor any possible threat to price stabiliza- 
tion from wage control. 


EXTENSION OF CREDIT CONTROLS 


Your committee in recommending the continuation until June 30, 
1953, of title VI, relating to the authority for consumer and real- 
estate credit regulations, took into consideration the fact that in- 
flationary pressures, particularly in the consumer durable goods area, 
have lessened in recent months. Regulation W accordingly has been 
suspended by the Board of Governors of the Federal Reserve System. 
The following graph shows that installment sale credit has dropped 
steadily since the beginning of the year 1951 and is now at the pre- 
Korean level. The Federal Reserve Board utilizing the flexibility 
granted to it under title VI took appropriate action. 

Your committee was mindful, however, of the fact that the demand 
for mortgage credit still is at a high level and complete removal of 
mortgage-credit controls would increase the difficulty of channeling a 
sufficient share of the limited supply of mortgage money into critical 
defense housing areas. Furthermore, while the supply of building 
materials has eased there are present shortages particularly of copper 
and other necessary materials. Your committee is informed that if 
the present rate of housing starts continue they will total slightly in 
excess of 1,000,000 for the vear 1952. Shortage of supply in building 
materials will probably reappear and mortgage-credit controls may be 
necessary to funnel necessary home construction into critical defe nse 
areas, and to low-cost and medium-cost housing where the need i 
greatest. General inflationary forces, though reduced, still saints 
threat in the coming months. It is only prudent that the authority 
for both of these controls be extended for another year. 

In view of the highly uncertain international situation the defense 
program remains of paramount importance to the country. A sound 
and stable economy is vital to our military strength. A substantial 
Federal deficit, as we indicated above, is in prospect for the second 
half of this vear, and, should inflationary pressures reemerge, con- 
sumer and real-estate credit regulation could contribute signifies antly 
to economic stabilization. The existing authority, which it is rec- 
ommended be extended, includes the limits that Congress placed last 
summer upon the power of the Board of Governors and the Housing 
and Home Finance Administrator to tighten these controls, so that 
more severe restrictions than those limits allow could not be imposed 
without further congressional action. The declaration of policy con- 
cerning wage and price controls which your committee adopted, stat- 
ing that wage and price control shall be terminated as rapidly as pos- 
sible consistent with the policies and purposes of this act, should 
apply also to consumer and real-estate credit controls. Your com- 
mittee feels that the Board of Governors of the Federal Reserve Sys- 
tem is mindful of this poliev and will lessen or suspend these controls 
when the situation so warrants. 
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EXTENSION OF SMALL DeFrense PLANTS ADMINISTRATION 


Your committee recommends an extension until June 30, 1953, of 
the Small Defense Plants Administration (sec. 714). Its purpose was 
to assist and enable small businesses to obtain a fair share of defense 
contracts and also their proper share of allocated materials in ordet 
that they might contribute to defense production and essential civilian 
production. In adopting this amendment to the Defense Production 
Act, Congress reaffirmed its belief that the eonservation of small 
business enterprise is a prerequisite if we are to preserve and enhanc 
if possible, the competitive element in American business enterpris 

The primary aid of SDPA was not only to help the small-business 
man, but, more important, to get the ciallas usiness man to a the 
defense effort. The aggregate productive capacity of small business 
is tremendous and all efforts must be made to utilize this pote ntial 
This requires special effort and special safeguards to prevent small 
business from being impaired and engulfed while we operate under a 
svstem of allocations and large defense spending 

The Small Defense Plants Administration assists small business in 
receiving its proportionate share of defense contracts that it can han- 
dle; its fair share of materials whenever it is necessary to have them 
under allocation; and financial assistance it needs to participate effec- 
tively in defense and essential civilian business. 

A report of the Munitions Board shows that the dollar volume of 
military prime contracts placed with small concerns has been steadily 
decreasing. In fiscal 1950 the percentage was 24.5; in fiseal 1951, 
20.9: and the first half of fiscal 1952, 19.7. There is no basis for the 
belief that the trend will reverse itself. The study of the statisties 
of World War II shows that if strenuous efforts are made small 
business will share more equitably in defense spending. Tne small- 
business share of procurement by the Army service forces rose from 
12.6 percent in 1943 to 26.7 percent in June 1945. This rise was 
largely due to the activities of the Smaller War Plants Corporation. 

The most important and difficult task of tne Small Defense Plants 
Administration is to broaden and increase the participation of small- 
business concerns in Government procurement. In addition to pro- 
tecting our economy a great diffusion of military procurement will 
speed production, spread know-how, and increase strategic dispersal 
of industry and retrin the productive potential of small plants 

SDPA since its inception bas eugaged in the following major 
activities in an attempt to maintain and implement the position of 
small business tn our ‘‘economy.”’ 

1. Recommendations to RFC of loans to small concerns for defense 
and essential civilian purposes 

2. Assistance in obtaining accelerated tax amortizations 

3. Negotiations with the Department of Defense to place SDPA 
procurement specialists in the major contracting offices of the Armed 
Forces. 

4. Certifications of small plants as ee tent with respect to credit 
and capacity to perform contracts in order that contracts may be 
awarded such plants. 

5. Encouraged and assisted in the formation of production pools 

Furnished technical advice and assistance to small plants on 
when and how to obtain defense contracts 
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7. Established field offices and regional advisory boards as appro- 
priations permitted. 

This committee feels that so long as materials are allocated and 
tremendous sums are being channeled into defense production, the 
existence and capacity of the small businesses of this country must 
be safeguarded and protected in order to preserve one of the founda- 
tion stones of our competitive economy. 


EXTENSION OF HovustinGc AND Rent Conrrou Act or 1947 


Your committee recommends the extension of Federal rent stabili- 
zation to June 30, 1953. On June 21, 1951, your committee stated 
its belief that it should be the policy of Congress to terminate Federal 
rent control at the earliest possible time. Your committee still 
believes that this is a proper policy, but it finds that the time has not 
yet arrived when rent controls can properly be removed throughout 
the United States. The information presented to the committee 
during its hearings clearly indicates that this objective cannot possibly 
be attained before June 30, 1953. The outbreak of the Korean con- 
flict and the great mobilization program we have undertaken since 
the middle of 1950 is both directly and indirectly responsible for the 
continuing necessity for Federal rent control, In well over 100 com- 
munities throughout the country, the influx of servicemen to new or 
expanded military installations and the immigration of defense pro- 
duction workers has caused acute housing shortages and such excessive 
increases in rents that the dislocation of defense activities was directly 
and immediately threatened. This immediate threat to our defense 
program will continue for at least another vear, and will undoubtedly 
be experienced in additional localities as the year progresses. 

The indirect effects of the mobilization effort are equally important. 
Approximately five-sixths of all of the rental units which are pres- 
ently subject to regulation are located in communities which have 
not been designated as ‘‘critical defense housing areas’’ because they 
have not felt the direct impact of the mobilization program in terms 
of incoming servicemen and defense workers. Nevertheless, the 
vast majority of our industrial potential is located in these commu- 
nities. The increasing utilization of this potential for defense produc- 
tion has created an even greater demand for housing in these 
communities, and has greatly increased the inflationary pressure on 
rents. Your committee feels that it is essential to evaluate this addi- 
tional demand against the background of three basic facts: 

1. Prior to the outbreak of the Korean conflict there was a 
general shortage of housing throughout the country. The 1950 
census reported a country-wide vacancy rate of only 1.1 percent 
for nonseasonal, nondilapidated dwelling units offered for rent. 

2. Shortages of certain essential building materials has forced 
a curtailment in the construction of new housing. The number 
of new rental units for which construction was started in 1951 
was 21 percent lower than in 1950 and 17 percent lower than in 
1949. Most of this decrease occurred in the last half of the year 
and initial reports for 1952 indicate that the decrease is con- 
tinuing. Similar decreases have been experienced for all types 
of housing—both for rent and for sale. The decrease in the rate 
of new construction in established population centers has been 
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even greater than these figures would indicate, inasmuch as 
much of the new construction that has been started in recent 
months has been concentrated in smaller communities which are 
close to isolated military installations and defense plants. 

3. Most of the new rental housing which is being created in 
established population centers by new construction rents at 
amounts which are far beyond the financial means of a large 
segment of our population. 

Your committee considers it highly improbable that this trend can 
be reversed, and that any substantial Nation-wide progress can bi 
made in meeting the increased backlog of housing demand, before 


June 30, 1953. 


Your committee is likewise concerned over the possible results of 
the premature termination of rent control on a Nation-wide basts 
The Bureau of Labor Statistics reports that in 10 of our largest 
decontrolled cities, rents rose 23.1 percent from mid-1949 to the 
3-month period ending January 1952 In this same period, the rent 
increase in 24 controlled cities was only 7.9 percent These over-all 


averace increases obseure the fact that the effeet of premature 


decontrol has been even more serious on the rents of housing occupied 
by our lower-income families. From the date when these various 
cities were decontrolled through the spring of 1951, ye 50 to Sb 


percent of the units previously renting for less than $30 per month 
experienced rent increases. From city to city these increases avera 


between 29 and 62 percent. Increases in the middle-bracket 
were also substantially higher than the over-all averages would 


indicate. 

Your committee believes that there are adequate guaranties in 
the present law against the undue extension of rent control in any 
locality, inasmuch as the law provides four methods of decontrol 
three of which are based on local self-determmation. The impact of 
the defense mobilization program is not of uniform degree in oui 
various communities, and probably will not be of uniform duration 
Your committee believes that the impact will continue in sufficiently 
critical degree in most of our communities to warrant extension of 
the Housing and Rent Act of 1947 until June 30, 1953. The various 
decontrol provisions of the law are available and will, in the opinion of 
the committee, be used for the removal of rent control in those 
individual communities where additions to the housing supply or a 
tapering-off of the defense production effort ends the necessity for 
rent control sooner than June 30, 1953. 


AMENDMENTS 
IMPORT CONTROLS ON FATS AND OILS, ETC. (SEC. 101) 


Your committee heard testimony from many representatives of 
industry on the provisions of section 104 restricting imports of fats 
and oils and rice and rice products, some favoring continuation of the 
provision, others urging repeal. The Government urged repeal. 

After careful consideration of the testimony, your committee 
reached the conclusion that the provision in its present form is un- 
necessarily restrictive and inflexible, and may result in injury to the 
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American export trade and to American producers dependent on 
exports, disproportionate to the benefits resulting from the provision. 

On the other hand, in the light of the impact of the mobilization 
program on the commodities covered by section 104, the committee 
concluded that there is a need, under existing circumstances, for 
protection to the American industries covered by this provision, over 
and above the protection afforded by section 22-ef- the Agricultural 
Adjustment Act of 1933, as amended, and section 7 of the Trade 
Agreements Extension Act of 1951. 

Your committee feels that Public Law 590, Eighty -first Congress, 
had provided ample protection without unduly affecting in an adverse 
manner our export trade or our relations with friendly foreign nations. 

Accordingly, your committee revised section 104, so as to follow 
the provisions of Public Law 590, adding cheese and other dairy 
products to the commodities covere 1d. These commodities are covered 
by section 104 but were not specifically mentioned in Public Law 590. 

Under the proposed revision, section 104, based on Public Law 
590, title III of the Second War Powers Act, 1952 (56 Stat. 177), 
as amended, would be revived and continued in force for the purpose 
of exercising import controls over fats and oils (including oil-bearing 
materials, fatty acids, soap and soap powder, but excluding petroleum 
and petroleum products and coconuts and coconut products), peanuts, 
butter, cheese, and other dairy products, and rice and rice products, 
where such controls are found (a) essential to the acquisition or 
distribution of products in world short supply, or (6) essential to the 
orderly liquidation of temporary surpluses of stock owned or con- 
trolled by the Government. 

This would give full legal authority to restrict or prohibit imports 
of the specified commodities where such restrictions are necessary 
to accomplish the purposes of the provision. In view of the broad 
discretion given to the President under this section, it is expected 
that it will be used carefully to carry out the purposes of the provision 
without unnecessarily interfering with international trade. Items 
which are not directly competitive with one another should not be 
barred from import merely because their importation might have an 
indirect but remote effect upon other articles of commerce covered 
by the criteria for import controls set forth in this section. 

In recommending substitution of the criteria in Public Law 590 for 
those placed in section 104 of the Defense Production Act by the 
amendments of 1951, your committee has considered the representa- 
tion of several foreign governments opposing the 1951 version of sec- 
tion 104. Other nations should note, however, that this change in 
the law is being recommended in the expectation that they themselves 
will halt any unreasonable protectionist trend, such as that which 
seems to prevail in some areas with respect to the perennial fruit 
industry, an industry built on the basis of offshore distribution. 
Progress in interné ational trade requires a two-way street. In instances 
where foreign governments have gone further in trade restrictions 
than required by their balance of payments situation, they should be 
made aware by our Government that unwarranted continuance of 
such restrictions will not go unnoticed by the Congress, especially 
where they result in denying access of crops grown in the United 
States to foreign markets. 
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APPLICATION OF SECTION 402 (4) (D) (SEC. 102) 


The sole purpose of this amendment is to make statutory and re- 
emphasize the original congressional intent that this paragraph, com- 
monly referred to as the Capehart amendment, is not applicable to 
retailers and wholesalers of materials, since these sellers are covered 
by section 402 (k). This is made necessary by recent decision of the 
Emergency Court of Appeals holding that this paragraph did apply to 
sellers of material at retail and wholesale. 


EXEMPTION OF PROFESSIONAL ENGINEERS, ARCHITECTS AND 
ACCOUNTANTS (SEC. 103 (A) ) 


The provision of section 103 exempting professional engineers, cer- 
tified public accountants, and architects from wage and salary stabili- 
zation was included in order to place these professional persons on the 
same basis as doctors and lawyers who were granted an exemption 
last year. Although the Salary Stabilization Board has authority to 
grant exemptions to these groups of professionals, in response to your 
committee’s request to do so last year the Board responded that it 
has not felt that employment conditions have been such as to warrant 
administrative action. It is your committee’s judgment that it is 
only fair and equitable that engineers as well as certified public ac- 
countants and architects who are in private practice on a consultant 
fee basis should have for their employees the same advantage as 
physicians and lawyers. 

The exemption is not qualified by the use of the word “licensed”’ 
inasmuch as practices vary from State to State with respect to recog- 
nition of what constitutes a professional employment, and which 
govern within the different States. 

CLARIFICATION OF EXEMPTION OF RATES AND CHARGES BY COMMON 
CARRIERS AND PUBLIC UTILITIES (SEC. 103 (B 


Section 402 (e) (v) of the Defense Production Act as adopted in 
1950 and carried forward to date prohibits the authority conferred 
by title IV of that act from being exercised with respect to rates 
charged by any common carriers or other public utility, with a 
proviso that a common carrier and a public utility, after the imposition 
of selective or general controls on prices and wages, must give the 
President (or OPS) 30 days’ advance notice before increasing its 
charges for property or services sold by it for resale to the publie, 
for which application is filed with the Federal, State, or municipal 
authority having jurisdiction to consider the proposed increase, and 
under those circumstances such common carriers and public utilities 
must consent to timely intervention by OPS before the Federal, State, 
or municipal authority having jurisdiction to consider such increase. 

As administered by OPS up to the time hearings on extension of 
the Defense Production Act beyond June 30, 1952, began before your 
committee on March 4, 1952, this subsection was not interpreted to 
exempt from OPS control publicly owned or privately owned marine 
terminals, docks, and warehousing facilities. OPS contended that 
these were not per se public utilities and therefore fell within the orbit 
of OPS control.. It relied on the decision of the Supreme Court of the 
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United States in Davies Warehouse v. Bowles (320 U.S. 144) as indicat- 
ing that outside the field of conventional public utilities, facilities 
could be found to be public utilities if they were appropriately classi- 
fied as such under Federal, State, or local law and actually had their 
maximum rates regulated by a governmental authority exercising rate 
regulatory jurisdiction. Under this policy, OPS controlled some 
terminal facilities and held others to be exempt from OPS rate control. 
OPS asserted that the fact that a marine terminal was subject to the 
Shipping Act of 1916, as amended, of itself was not enough to exempt 
such a terminal from OPS control. OPS held that the Maritime Com- 
mission could only prevent unreasonable or discriminatory practices 
and could not regulate rates as such or pass upon their reasonableness 
except in the case of common carriers by water. Your committee 
does not agree with the inkacsucbading OPS has thus placed upon 
section 402 (e) (v). It has considered marine terminals to be within 
the meaning of the words “public utility’? as used in this section, 
whether these terminals are publicly owned or privately owned. In 
view of the competitive forces in this field, your committee has never 
considered it necessary to place either type of marine terminal under 
rate control by virtue of the Defense Production Act in its original or 
amended form. To clarify this situation it has added language to 
the bill expressly noting that the exemption extends to rates charged 
by any person subject to the Shipping Act, 1916 (Public Law 260, 
64th Cong.), as amended. 

Your committee further deemed it advisable to add language to 
this paragraph (v) declaratory of existing law to make it clear that 
the exemption of common carrier activities from OPS control extends 
beyond actual transportation services for which charges have been 
approved by Federal or State regulatory commissions. Your com- 
mittee was advised that in authorizing rate increases for rail freight 
and passenger serv ice, regulatory agencies take into consideration 
carriers’ revenue from all sources incidental to the performance of 
transportation, and have at times admonished such carriers to adjust 
charges for services so that they will vield a more compensatory return. 
Consequently what the carrier collects from one source should serve 
to keep down the charge it can collect directly from the publie for 
transportation itself. 

It should be noted that all services as to which rates or charges will 
be exempted expressly by the provision of this portion of the amend- 
ment are not provided directly to the public, with the exception of 
charges for the use of pay washrooms and toilet facilities and charges 
for the use of automobile parking spaces. In the case of pay-toilet 
facilities, your committee believes there is no need for price control 
as long as in the same station there are available free toilet facilities 
kept in the same condition of sanitation and repair as are the pay 
toilets. In the case of parking facilities operate «<i by common carriers 
in connection with their common-carrier operations, your committee 
decided that railroads should be permitted to make a charge adequate 
to keep space near railroad stations available for the p: irking of auto- 
mobiles of patrons and those assisting patrons. 

It was and is the intention of the Congress, in the opinion of your 
committee, to exempt from price control authority all services normally 
performed by bona fide common carriers incide ntal to their primary 
business of transportation. It should be noted that this intention did 
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not extend to charges for dining-car service or hotel accommodations, 
however. These services are sometimes provided by concessionaires 
or others rather than by common carriers themselves, even though 
they are utilized by patrons of common carriers, and therefore should 
not be exempted as a class. 

The proviso in paragraph (v) has been clarified by inserting the 
words “if any” after the words “‘Federal, State, or municipal authority” 
each time they appear. The purpose of this particular amendment is 
to make clear that the Federal price control agency cannol claim 
authority to control a proposed increase in charges for property or 
services sold by a common carrier or public utility for resale to the 
public in the event no Federal, State, or municipal authority exists 
having jurisdiction to consider the proposed increase. As a matter 
of fact, it has been the intention of the Congress, in the opinion of 
your committee, that the proviso spells out the only circumstances 
under which the Federal price control agency is authorized to inter- 
vene in a rate case conce ring rates or charge Ss by a common carrier 
or public utility. As evidence of that intention your committee 
invites attention to the refusal of the Congress to adopt the suggestion 
made to it in 1951 that the right of the Federal price control agency 


to intervene in applications for proposed rate increases be broade ned 
to include sa reases in all rates or charges and not merely those rates 
or charges for property or services sold for resale to the pub lic. It 


has come to the attention of your committee that notwithstanding 
this fact, representatives of OPS have proposed intervention in pro- 
ceedings before regulatory bodies involving rates charged by common 
carriers or public utilities for property or services which are not sold 
for resale to the public. Such action would be contrary to the inten- 
tion of the Congress and it would be improper for OPS to expend for 
that purpose any funds appropriated for the purposes of the Defense 
Production Act. 


SALES AND SERVICES BY PUBLIC BODIES (SEC. 103 (( 


A new paragraph viii is added to section 402 (e) of the Defense 
Production Act of 1950, as amended, to exempt from the authority 
of the Federal price control agency 


rates, fees, and charges for materials or services supplied directly by the States, 
Territories, and possessions of the United States, and their political subdivisions 
and municipalities, the District of Columbia, and a ageney of any of 


foregoing, 


By General Overriding Regulation 14, OPS has already exempted 
sales of services by goveraments whic : it believes are not of serious 
no ne to the stabilization program because they are not sig- 
nificant to the economy, are of purely local concern and, generally 
speaking, not competitive with sales by private business. Your com- 
mittee is of the opinion that elected offic’ ials of non-Federal govern- 
ments are as cognizant of the need for the Nation’s welfare as are 
officials of the Federal Government. It realizes that local officials 
know the conditions existing in their area better than do Federal 
officials sitting in Washington. Under these circumstances your com- 
mittee is confident that non-Federal governments will exercise the 
power they have to control prices for any sales made or services 
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performed by the particular governmental operations over which they 
have jurisdiction. 

Insofar as the exemption applies to sales and services by Federal 
officials your committee deems it unnecessary to authorize the OPS 
to control the decisions made by such officials in the performance of 
their duties. 

All executive officers of the States and of the Federal Government 
have taken an oath of office to uphold the Constitution which ex- 
pressly provides in article VI that it and all laws made in pursuance 
of the Constitution are the supreme law of the land. Section 2 of 
the Defense Production Act expressly declares the intention of the 
Congress to prevent undue strains and dislocations upon wages, 
prices, and production or distribution of materials for civilian use. 
Your committee assumes the officials mentioned above will abide by 
the spirit of that intention. 

Instances of abuse, if any, of the confidence so placed in all these 
officials could surely be brought to the attention of the Congress when 
it again considers the need for Federal price-control legislation. Your 
committee expects that officials will live up to the confidence this 
committee places in them. 


REVISION OF RETAIL AND WHOLESALE MARGIN AMENDMENT (SEC. 104) 


The so-called Herlong amendment, section 402 (k) as originally 
passed, was inapplicable to regulations issued prior to its enactment. 
This limitation was included because otherwise the effect on ceiling 
price regulations issued prior to its effective date was not clear. How- 
ever, this limitation may discriminate between some retailers governed 
by regulations issued prior to the effective date and those governed by 
new regulations. ‘This amendment, therefore, removes the limitation. 

Its purpose is to express the congressional intent that as soon as 
practicable, depending on the circumstances in each case, all dis- 
tributors be given the mark-ups required by the provisions of section 
402 (k). This amendment will not be disruptive of existing OPS 
regulations. Under the present provisions the burden of demonstrat- 
ing the pre-Korea mark-ups is on sellers. Moreover, the testimony 
at the hearings demonstrates that the mark-ups under most existing 
ceiling price regulations, even those issued prior to the passage of 
section 402 (k), conform as far as practicable with the mark-up 
requirements. In that case there is, of course, no need to revise the 
regulations. 


ADJUSTMENT OF CEILINGS TO STATE MINIMUM SALE PRICES (SEC. 105) 


Prior to the passage of the Defense Production Act some States 
had enacted and enforced minimum price laws on some commodities. 
Ceiling price regulations interfere with the enforcement of some of 
these laws because Federal regulations prevail in event of conflict 
with State laws. 

This new subsection, therefore, provides that ceiling prices for 
materials sold or delivered in any State shall not be below the minimum 
prices of such materials as fixed by that State’s minimum price law 
which is now in effect. General so-called fair trade laws have been 
excepted from this amendment. Under this new provision the 
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President shall adjust ceiling prices in a given State to make them not 
less than the level of prices established by such State’s minimum price 
laws where it is shown that the ceilings are less than the minimum 
price level. 


CREATION OF STATUTORY WAGE STABILIZATION BOARD (SEC. 106) 


In the hearing before your committee it was evident that the Wage 
Stabilization Board created by Executive order operated to some 
extent independently of the Economic Stabilization Administrator, 
thereby resulting in ineffective coordination between the stabiliza- 
tion of wages on the one hand and that of prices on the other. Econ- 
omic Stabilization Administrator Putnam argued: 

In its dispute settling function the Board is directly under the President and 

they do not have to come under me. 
The Board while it derives that portion of its duties and functions 
which pertains to the stabilization of wages, salaries, and other com- 
pensation from the authority vested in the President from title 1V 
of the Defense Production Act, that portion of its duties and func- 
tions which pertain to the settlement of labor disputes, through 
recommendation to the President, is derived from the Executive order 
of the President, presumably based on his inherent powers. 

Section 106 of the amendments adds a new subsection (b) to sec- 
tion 403 of the Defense Production Act. This subsection abolishes 
the existing Wage Stabilization Board and creates a new one to take 
its place. 

Subsection (1) provides that the new Wage Stabilization Board 
“shall be composed exclusively of members representative of the gen- 
eral public.” Your committee believes that the tripartite structure 
of the present Board has not operated exclusively in the public in- 
terest, because the majority of its members are designated to repre- 
sent particular interest groups. To correct this defect the bill specifies 
that every member of the new Board, whatever his background, shall 
be designated to represent only the general public, shall be confirmed 
by the Senate, and shall engage in no other employment while a mem- 
ber of the Board. The number of members is to be determined by 
the President. Your committee intends that the number will be ade- 
quate to permit the President to appoint members who have a variety 
of backgrounds. 

Subsection (2) provides that the public members be appointed by 
the President by and with the advice and consent of the Senate. 

Subsection (3) provides that the term of office expire with the ex- 
piration date of the price and wage stabilization functions of the 
Defense Production Act. 

Subsection (4) provides that each member receive compensatii yn at 
the rate of $15,000 per year, and while a member of the Board shall 
engage in no other business, vocation, or employment. 

Subsection (5) provides that— 

The Beard shall, under the supervision and direction of the Economie Stabiliza- 
tion Administrator, (A) formulate, and recommend to such Administrator for 
promulgation, general policies and general regulations relating to the stabilization 
of wages, salaries, and other compensation; * * * 

This provision was inserted because your committee is not satisfied 
that there is sufficient guaranty in the present act that all ceneral 
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wage stabilization policies and regulations are subject to the approval 
of the Administrator, who must be in a position to coordinate stabili- 
zation policies. 

Clause B of subsection (5) gives the Board responsibility 
upon the request of (i) any person substantially affected thereby, or (ii) any 
Federal department or agency whose functions, as provided by law, may be 
affected thereby or may have an effect thereon, (to) advise as to the interpreta- 
tion, or the application to particular circumstances, of policies, and regulations 
promulgated by such Administrator which relate to the stabilization of wages, 
salaries, and other compensation. 
This authorizes the Board, under the supervision and direction of the 
Administrator, to issue rulings and decisions in particular cases 
arising under wage stabilization. “Stabilization of wages, salaries, and 
other compensation” 1s defined as meaning “prescribing maximum 
limits thereon 

With respect to the suE enn which the old Board has exercised 


over disputes, subsection (5) provides that the new Board shall have 
no jurisdiction with respect to any labor dispute or any issue involved 
therein, except as provided in clause B. As noted above, this author- 


izes the Board, upon request, to ‘advise as to the interpretation, or 
the application to particular circumstances” of wage stabilization 
policies and regulations. In advising a person or a Federal depart- 
ment or agency in a dispute case, the Board is to have no jurisdiction 
over any case which does not involve a wage stabilization question, 
or over any noneconomic issue such as the union shop. These are 
to be dealt with, so far as goveramental action is concerned, only in 
accordance with statutes which have been enacted or may be enacted 
by the Congress. 

The existence of the present board in your committee’s judgment 
has tended to nullify free collective bargaining, the full prior use of 
the mediation and conciliation service, and tends to provide a bypass 
of the use of the national emergency provisions of the Labor-Manage- 
ment Relations Act. Your committee feels most strongly that dis- 
putes that arise between industry and labor should be and can be 
settled by free collective bargaining where both parties approac th the 
problems in a spirit of good faith and earnest intent. The steel dis- 
pute is a good example of how the parties went through the motions 
of collective bargaining and use of the mediation and conciliation 
service without earnestly and wholeheartedly trying to bargain and 
come to an equitable settlement. At all times each party had his 
eye on Washington with the ultimate idea of dumping the problem 
in the Board’s lap. The recommendations of the Board take on the 
vestment of unchangeable decision as the party which emerges with 
the decision in its favor will accept the recommendations of the Board 
and then refuse any further bargaining. The existence of a board 
with such powers could conceivably result in what amounts “a com- 
pulsory arbitration, which would be the deathknell of collective 
bargaining. 

It is the earnest hope of your committee that industry and labor 
in view of the grave times of travail through which we are passing 
will recognize that wages and prices must be stabilized in order to 
prevent run-away inflation with disastrous results to our economy. 
This amendment brings the stabilization of prices and wages together 
under a single administrator and leaves the other labor problems to 
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collective bargaining, and the other laws providing for the amicable 
settlement of labor disputes. 

Your committee has no desire to be a party to any acts which 
might ultimately result in compulsory arbitration and the abandon- 
ment of free collective bargaining. 


SUSPENSION OF CONTROLS (SEC. 107) 


Adds a new section 411 to the wage- and price-stabilization title, 
declaring the policy of the Congress with respect to the suspension of 
price and wage controls. (See'p. 14.) 


EXCULPATORY CLAUSE (SEC. 108) 


The first sentence of section 707 of the act contains the so-called 
exculpatory clause, which protects a person from liability, under 
contract or otherwise, as the result of compliance with the act or regu- 
lations issued under the act. This provision was included to encourage 
and assist people to comply witb the act, even though it was recogniz ed 
that common-law doctrines, such as frustration and impossibility of 
performance and the like, would cover many of the same cases. 

It has been called to the attention of your committee that section 
707 is in one respect subject to a narrower interpretation than the 
similar provision in the Second War Powers Act, 1942. Section 707, 
like the statute (Public Law 89, 77th Cong., 55 Stat. 236) preceding 
the Second War Powers Act, 1942, provides protection against liability 
caused by “his compliance.”” The Second War Powers Act, 1942, 
amended the provision by deleting the word ‘“‘his.”’ 

This change makes it clear that the proieciion applies to cases where 
the liability is caused by the compliance of another person, for example, 
where a contractor is unable to carry out a coniract because his sup- 
pliers are prohibited from making or shipping him ithe paris he needs 
to carry out the contract. 

Your committee had not intended to provide a narrower form of 
relief in this respect than was provided under the Second War Powers 
Act, 1942. Accordingly, in order to remove any erroneous inference 
that the inclusion of the word “‘his’’ in section 707 was intended to give 
the provision a narrower effect, and to make it entirely clear that the 
broader effect is intended, your committee deleted the word “his” 
from the first sentence of section 707. 


EXTENSION OF THE DEFENSE PRODUCTION ACT (SEC. 109 


Amends sections 717 and 714 so as to provide for the extension of 
titles I, 11, LI, V1, and VII until the close of June 30, 1953; and ex- 
tends titles LV and V until the close of February 28, 1953. 


EXTENSION OF HOUSING AND RENT ACT OF 1947, AS AMENDED 
SEC. 201) 


Amends section 4 (e) and section 204 (f) so as to provide for the 
extension of the Housing and Rent Act until the close of June 30, 
1953. 
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NOTICE AND PUBLIC HEARINGS WHERE RENTS ARE RECONTROLLED 


(SEC. 202) 


Last year your committee in recommending an extension of Federal 
rent control also recommended the recontrol of maximum rents in 
areas designated as “critical defense housing areas’’ by the Secretary 
of Defense and the Defense Mobilizer, acting jointly, under well- 
defined standards. The local option decontrol provisions of the act 
remained applicable to areas so designated. 

Under present law in those areas where decontrol is brought about 
by local governing bodies, such action can be brought about only 
after a public hearing has been held. Your committee feels, after 
considered deliberation that in the operation of the democratic 
powers it is only just and fair that a public hearing be held before 
such areas are recontrolled. Accordingly, provision is made in the 
bill for a public hearing, after 30 days’ notice, before an area, here- 
tofore decontrolled under the local-option provisions of the act, is 
placed back under Federal rent control. 















































AMENDMENT OF THE WALSH-HEALEY PUBLIC CONTRACTS ACT (SEC. 801 (A)) 


The bill contains two amendments to the Walsh-Healey Public 
Contracts Act (the act of June 30, 1936; 41 U.S. C. 35-45), a statute 
which provides for labor standards with respect to Government con- 
tracts for the manufacture or furnishing of materials, supplies, articles, 
and equipment in an amount exceeding $10,000. 

The first amendment, the “open market” exemption would modify 
the language of section 9 of the act which exempts certain contracts 
from the requirements of the act. The present language of the 
statute exempts “purchases of such materials, supplies, articles or 
equipment as may usually be bought in the open market.’ Your 
committee believes that the construction placed on this language by 
the Secretary of Labor has been unduly restrictive and has resulted 
in the act applving to certain contracts which Congress in enacting 
the statute had intended to be exempt. Accordingly, the bill modifies 
the statutory language to conform to what vour committee regards as 
the original congressional intent. The bill would specify as exempt 
those purchases of materials, ete., “of standard type and construc- 
tion” as are usually sold in the open market to “purchasers generally, 
regardless of the method of procurement used by the Government.” 
The quoted phrases are those which the bill would add to the present 
language of section 9 

The Secretary of Labor has construed the present language of 
section 9 as limiting the exemption to such items as may usually be 
bought in the open market by the Government; that is, those pur- 
chases which Government agencies are authorized by statute to 
make in the open market, without the necessity of advertising for 
bids. The bill would extend the scope of the section to exempt 
purchases by the Government of standard articles, which are avail- 
able in the open market to any purchaser. The method of procure- 
ment utilized by the Government wowd be immaterial. The pur- 
chase of standard articles, such as ordinary light bulbs, pencils, and 
shoes would be exempt from the provisions of the act. 
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However, the amendment of section 9 would not affect the pu 
chase of any articles which are not ordinarily available in the above 
manner. For example, an Army contract for the pure hase of clothing, 
such as shoes, T-shirts, khaki pants, shirts, and underwear, would 
still be covered by the act since such items are usually not of standard 
type nor are they usually sold in the open market to purchasers gen- 
erally. It is the opinion of your committee that hardly any military 
equipment or clothing is of “standard type and construction” within 
the meaning of the amendment, and that the Walsh-Healey Act would 
apply to contracts for the purchase of such clothing and equipment 

In adopting this “open market”’ exemption, it was not the inten 
tion of vour committee that this was to be the only exemption from 
the provisions of the Walsh-Healey Act. The adoption of this amend 
ment was not intended to interfere with the discretion placed in the 
Secretary of Labor by section 6 of the act 7 exempt other items or 
to make reasonable limitations, variations and tolerances 

The bill also further amends the Walsh-Healev Act to assure that 
persons adversely affected or aggrieved by administrative action shall 
have proper procedural and judicial safeguards 

Section 4 of the Administrative Procedure Act provides that the 
rule-making procedures of that section shall not apply to publie con- 
tracts. The second amendment, the “procedure amendment,” 
would make those procedures applicable to contracts covered by the 
Walsh-Healey Act (but not to other public contracts 

Under this amendment, all orders, determinations, rules and forma! 
interpretations of general applicability, made by the Secretary of 
Labor in the administration of sections | to 5 and 7 to 9 of the Walsh- 
Healey Act, must be on the record after an opportunity for a hearing 
Further, a review may be had of such orders, determinations, rules, 
and interpretations by interested persons in the manner provided by 
section 10 of the Administrative Procedure Act. This right would 
be extended to such persons, manufacturers of or regular dealers in 
items purchased by the Government from any source, and employees 
of such manufacturers or regular dealers, or labor unions representing 
them and to any person who is adversely affected or aggrieved by 
any such order, determination, rule, or interpretation. 

In adopting the so-called “procedure” amendment to the Walsh- 
Healey Act, your comm ittee has facilitated the process of obtaining 
court review of orders, determinations, rules, and formal interpreta- 
tions of general applicability published in the Federal Register 
Presumably, this might include questions such as the interpretation 
of “locality,” “regular dealer,” ‘“‘manufacturer,” and “open market” 
purchases in section | of the Walsh-Healey Act 

Your committee ssautduke d, and rejected, a proposal to change the 
word “locality,”’ in section 1 (b) of the act, to “city, town, village, or 
other civil subdivision” (similar to the language in the Davis-Bacon 
Act), which was subsequently modified to read “local labor market 
area,’ in order to include workers in a normal commuting area 
surrounding the place of manufacture, and avoid the artificial boun 
daries of a city, town, or county. It is the intent of your committee 
that its action in rejecting this proposal be without prejudice to 
future deliberations of the courts concerning the meaning of “locality 

The language “formal interpretations of general pe in 
the amendment refers only to formal findings, which usually take the 
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form of regulations and are published in the Federal Register. The 
term does not include informal interpretations or opinions such as 
rendered to individual persons or firms with respect to particular 
contracts. 

ADMINISTRATIVE R ECOMMENDATIONS 


AVOIDANCE OF UNDUE DISLOCATION IN CERTAIN LOCALITIES 


Lack of defense construction and shortages of critical materials 
resulting from the defense effort brought on distress conditions in the 
building-construction industry in large urban areas such as New York, 
Washington, Boston, Portland-Seattle. Los Angeles, and San Francisco, 
In these areas there was not sufficient military or other defense con- 
struction to replace normal civilian construction, and local] conditions 
made it impracticable to Operate within minima for self-authorization 
permitted by the National Production Authority for the country as a 
whole. These conditions prompted certain amendments offered by 
Senator Ives and Senator Lehman at the suggestion of the New York 
Building Congress for the Purpose of affirming the intention that 
after meeting requirements of building materials for military and other 
defense construction, such materials then remaining for civilian use 
should be so allocated that adjustments would be made to alley late 
distress conditions in hardship areas. 

One of the declared objectives of the Defense Production Act was 
the prevention of undue strains and dislocations upon the distribution 
of materials for civilian use. The conditions reported to your com- 
mittee appear to result from undue dislocations which the act was 
intended to prevent. It was reported to the committee. however, 
that after conferences with Senator Ives, Senator Lehman, other 
Members of the Congress and industry representatives the National 
Production Authority was able to revise its regulations. make adjust- 
ments in favor of the distressed areas, and promise all possible ep- 
rpuragement to normal civilian construction in those areas. Under 
these circumstances the sponsors felt that it was not necessary to 
press the amendments. Your committee agreed with this conclusion, 
but noted the need for careful administrative inventory and planning 
in the light of local conditions to avoid undue dislocations in particular 
localities. Your committee feels that any distribution of materials 
remaining after military and defense requirements are met should 
reflect some measure of equality of sacrifice on the part of different 
Segments of industry and in different geographical areas. 

Your committee and its members who serve on the Joint Committee 
on Defense Production will continue to follow closely the adminis- 
tration of the act to make sure that due consideration is given to the 
effects of administrative action on regional and industry problems. 


CLARIFICATION OF POWER TO DETERMINE MILK PRICES IN NON- 
FEDERAL ARE AS 


; 
Since the Cole-Tves Provision in section 402 (d) (3) of the Defense 
Production Act of 1950, as amended. was designed to assure sub- 
stantially similar treatment to producers of milk for fluid distribution 
In areas under Federal milk marketing orders and other areas, the 
Proviso which follows immediately after the ratio provision is under- 
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stood to authorize the Secretary of Agriculture to determine prices 
at a higher or a lower level than the level computed pursuant to the 
ratio, in the light of the standards specified in the proviso. 


CHANGES IN ExistiInG Law 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in whe h no change is proposed is shown in roman): 


THe DEFENSE PRopwcTION Act oF 1950, DEFENSE PRopuctTIon AcT AMENDMENTS 
oF 1951, DrereNsE PRopuction Act AMENDMENTS OF 1952 


* * * * * * 


Sec. 104 [Sec. 104. Import controls of fats and oils (including oil-bearing mate- 
rials, fatty acids, and soap and soap powder, but excluding petroleum and petro- 
leum products and coconuts and coconut products), peanuts, butter, cheese 
and other dairy products, and rice and rice products are necessary for the protec- 
tion of the essential security interests and economy ¢ f the United States in the 
existing emergency in international relations, and no imports of any such com- 
modity or product shall be admitted to the United States until after June 30, 
1952, which the Secretary of Agriculture determines would (a) impair or reduce 
the domestic production of any such commodity or product below present produc- 
tion levels, or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and international conditions, or (b) interfere with the 
orderly domestic storing and marketing of any such commodity or product, or 
(c) result in any unnecessary burden or expenditures under any Government price 
support program. The President shall exercise the authority and powers con- 
ferred by this section.] Notwithstanding any other provision of law, title 111 of the 
Second War Powers Act, 1942, as amended, and the amendments to existing law made 
by such title are hereby revived and shall continue in effect until June 30, 1958, for 
the purpose of authorizing and exercising, administering, and enforcing of tmport 
controls with respect to fats and oils (including otl-bearing materials, fatty actds, and 
soap and soap powder, but excluding petroleum and petroleum products and coconuts 
and coconut products), peanuts, butter, cheese and other dairy products, and rice 
and rice products, upon a dete rmination by the President that such controls are (a 
essential to the acquisition or distribution of products in world short supply, o 
(b) essential to the orderly liquidation of temporary surpluses of stocks owned or 
controlled by the Government: Provided, however, That such controls shall be removed 
as soon.as the conditions giving rise to them have ceased. This section shall net be 
construed to limit the authority contained in sections 101 and 7O4 of this Act 

* * ‘ k * « « 

ono, 402° * * 8 

(d) * & * 

(4) After the enactment of this paragraph no ceiling price on any material 
(other than an agricultural commodity) or on any service shall become effective 
which is below the lower of (A) the price prevailing just before the date of issuance 
of the regulation or order establishing such ceiling price, or (B) the price prevailing 
during the period January 25, 1951, to February 24, 1951, inclusive. Nothing 
in this paragraph shall prohibit the establishment or maintenance of a ceiling 
price with respect to any material (other than an agricultural commodity) or 
service which (1) is based upon the highest price between January 1, 1950, and 
June 24, 1950, inclusive, if such ceiling price reflects adjustments for increases or 
decreases in costs occurring subsequent to the date on which such nis) est price 
was received and prior to July 26, 1951, or (2) is established under a regulatior 
issued prior to the enactment cf this paragraph. Upon application anc a proper 
showing of his prices and costs by any person subject to a ceiling price, the Presi- 
dent shall adjust such ceiling price in the manner prescribed in clause (1) of the 
preceding sentence. For the purposes of this paracraph the term ‘costs’? includes 
material, indirect and direct labor, factory, selling, advertising, office, and all other 
production, distribution, transportation and administration costs, except suct 
as the President may determine to be unreasonable and excessive. The provision 
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of this paragraph shall not apply tn the case of a seller of a material at retail or whole- 
sale within the meantng of subsection (k) of this section. 

(e) The authority conferred by this title shall not be exercised with respect to 
the following: * " ' 

ii) Rates or fees charged for professional services; wages, salaries, and other 
compensation paid to physicians employed in a professional capacity by licensed 
i | ke medical institutions for the care of the siek or disabled 
wages, salaries, and other compensation paid to attorneys licensed to practice 
law emploved in a professional capacity by an attorney or firm of attorneys 


hospitals, elinies and li 


ngaged in the practice of his or their profession; wages, salaries, and other com 

pensation paid to professional engineers employed in a professional capacity by an 
enqineer Oo Ii m ore ngineers engage d in the practi of his or the wp fees on; wages, 
salaries and other compensation paid to profe ssional archite cls en pl rise ad in a pro- 
essional capacity by ar architec 0} firm of architects en yaged in th practice of his o 

their profession: and wages, salaries, and other compensation paid lo certified publie 
wcountants rcensed lo practice as such employed im a pre fessional capacity bya 
ertified public accountant or firm of certified p thlic accountants engaged in the prac 

free f his or their profession. * 


Declaratory of ea isting law, paragraph (v) of subsection (e) of section 402 of the 
Defens Production Act of 1950, as amended, is amended to read as foll WS: 

v) Rates [charged] and charges by any common carrier or other public utility, 
neluding rates charged by any person subject to the Shipping Act, 1916 (Public Law 
80, Sixty-fourth Congress), as amended, and including compensation for the use by 
others of a common carrier's cars or other transportation equipment, charges for the 
use of washroom and torlet facilities in terminals and stations, and charges for repairing 
cars or othe r transportation equipme nt owned by othe rs, charge 8 for the USE of parking 
facilit cs operated by common carriers in connection with their common carrier 
operation; and (2) charges paid by common carriers for the pe rformance of a part of 
their transportation services to the public, including the use of cars or other trans- 
portation equipment owned by a person other than a common carrier, protective service 
against heat or cold to property transported or to be transported, and pickup and 
delivery and local transfer services: Provided, That no common carrier or other 
public utility shall at any time after the President shall have issued any stabili- 
zation regulations and orders under subsection (b) make any increase in its 
charges for property or services sold by it for resale to the public, for which appli- 
cation is filed after the date of issuance of such stabilization regulations and orders, 
before the Federal, State, or [Municipal] municipal authority, if any, having 
jurisdiction to consider such increase, unless it first gives [80] thirty days’ notice 
to the President, or such agency as he may designate, and consents to [the] 
timely intervention by such agency before the Federal, State, or [Municipal] 
municipal authority, if any, having jurisdiction to consider such increase; 
* x * 

(k) No rule, regulation, order or amendment thereto shall [hereafter] be issued 
inder this title, which shall deny to sellers of materials at retail or wholesale 

heir customary percentage margins over costs of the materials during the period 
May 24, 1950, to June 24, 1950, or on such other nearest representative date 
letermined under section 402 (¢), as shown by their records during such period, 
‘xcept as to any one specific item of a line of material sold by such sellers which 
is in short supply as evidenced by specific government action to encourage pro- 
duction of the item in question. No such exeeption shall reduce such customary 
margins of sellers at retail or wholesale beyond the amount found by the Presi- 
dent, in writing, to be generally equitable and proportionate in relation to the 
general reductions in the customary margins of all other classes of persons con- 
cerned in the production and distribution of the excepted item of material. 

Prior to making any finding that a specific item of material shall be so excepted, 
or as to the amount of the reductions in customary margins to be imposed upon 
retail and wholesale sellers of such item, the President shall consult with repre- 
sentatives of the affeeted retail and wholesale sellers concerning the basis for 
and the amount of the exception which is proposed with respect to any such item. 

For purposes of this seetion a person is a “‘seller of a material at retail or whole- 
sale’? to the extent that such person purchases and resells an item of material 
without substantially altering its form; or to the extent that such person sells 
to ultimate consumers except (1) to government and institutional consumers and 
2) to consumers who purchase for consumption in the course of trade or business. 


* * + * * * * 


(l) No rule, regulation, order, or amendment therelo issued under this title shall 
fix a ceiling on the price paid or received on the sale or delivery of any material in 
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any Stale below the minimum sales price o ici rriale a fired buy the Siat 
(other than any so-called ‘‘fair trade law’’) o equla n now in effec 
SEc, 403. (a At such time as the President determines that it is 1 eSSar ( 
impose price and wage controls generally over a substantial portion o 
economy, he shail administer such contro , and ra mine at he 
consumer eoods for house hold and personal se ier ¢ t rit | ( | 
this Act (when and to the extent that he exercises such author hr ‘ ‘ 
new independent ageney created for such } rpos suit ave! 
services, information, and facilities of other ag f nd departments of t 
Government, but ic! ALE cv shall me leleea enrorceme! I i ( 
controls to be administered by it under this ction to a ther age 
de} artment 
b) (1) The hereby created, in the Econ Stal tion Age 
Stab ation Roard hererinalle n ti : oO? 4 . } 
hicl / 4 po i ¢ is ,or? } ( j , 
The number of offices or Roard shall he ¢ hiijel } 
The members of the Board shall be vinted by the P 7 
lil cvanda co io Né ‘ / e P 
( ha na yf the Koa a fro Ong C 
y The term of office of the members o re | ( y | } } 
lny member appow i lo L vacant ng p } 
lo ph cl re oO Dp ( ; / 
‘ id 
Fac! ) hy ) hye j 
fear, and wh € a ne he he Bo s/ qadge / { 
ir ploy ni 
) The Boa ha } hie ( } } ‘ 
ration ldministralo 
A Jo miutadl } ( ) Hite t [ ate € } , q 
gene? il pe les i Jere e0 ti ; Hing } rf m0 ) qd 
salaries. and ther compensation: and 
RB por thy equest o ny pe > beter rfl / eredDy. oO 
Federal department or agency hose functy s provided h ! ) 
affected thereby or may have an effect t} e0 t fe th nite 
the appl ealior iY part lay ( mstanece ) pe é y ie? prov 
gated by ee tdministrato j } ; on the toh oy ) yf age or) 
and other compens or 
For the purposes of this Act, stal yi70n of ges lari nad othe om pensa ” 
means presci h ng maxtmun mits thereon Bere pre é } ( B) o ; 


paragraph, the Board shall have no sdiction } } toa abor dispute or 
} grapn, / 


with respect to Any isi nvolved therein Lah fis} é 1? th matters in 
pute, which do not involve the interpretation or ap tlion such requlatior 
policies shall be dealt with, if at all, insofar as the Federal Governmer s cor ned 
under the conciliation, mediat on, emergency, or o he ro nS } ote ) 
hereafter enacted by the Congress, and not oth DISE 

(f Paragraph >) of this subsection sha take e fhe f ty fy days atte the dats yn 
which this subsection is enacted The Wage Stabilization Board created by EF. 


Order Numbered 10161, and reconstituted by EFrecutive Orde Niurmbered 10 
amended by Executive Order Numbered 10301 s hereby abolished. effective at the 


close of the twenty-ninth day followitr g the date on which this subsection is enacted 
% * * + ‘ ‘ 4. 

Sec. 411. It is hereby declared to be the policy of the Congress that the President 
shall use the price, wage, and other powers conferred b his Act. as amended, to pro- 
mote the earliest practicable balance between production and the demand therefor of 
materials and services, and that the general control of wages and prices shall be te 
minated as rapidly as posstble consistent with the policies and purposes set forth 
this Act: and that pen ling such termination, nm orde fo avoid b de ome and ; 
necessary reporting and record keeping which retard rather than assist in the ach 
ment of the pur poses of this Act, price or wage requlations and orders, or both, shall he 
Sus pe nded in the case of any material or service o pe of employment where s j 
factors as condition of supply, existence of helow ceili prices, historte af ad 
prices, wade pre SSHTES and wade relat onships, 0 eiati mpo ai ( n elation fo 
business costs o7 living costs will permit, and to the extent that such action j he 
consistent with the avoidance of a cumulative and dangerous unstabilizin 1 effect 
It is furthe r the poli 1 of the Congress that when the President finds that the termina 
tion of the suspension and the restoration of ce ngs on the sales or charqes for sucl 


material or service, or the further stabilization of such wages, salartes, and othe on 
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pensation, or both, is necessary in order to effectuate the purposes of this Act, he shalt 
by regulation or order terminate the suspension. 
* * * * * ** : 
TITLE VII—GENERAL PROVISIONS 
* * * a * me * 


Sec. 707. No person shall be held liable for damages or penalties for any act 
or failure to act resulting directly or indirectly from [his] compliance with a rule, 
regulation, or order issued pursuant to this Act, notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other compe- 
tent authority to be invalid. No person shall discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and condi- 
tions for such orders or contracts than for other generally comparable orders or 
contracts, or in any other manner. 

* K * a & * * 

Sec. 717. (a) [This Act] Titles 7, II, III, VI, and VII of this Act and all 
authority conferred thereunder shall terminate at the close of June 30, (1952 
1953; and titles IV and V of this Act and all authority conferred thereunder shall 
terminate at the close of February 28, 19538. 


* * * * * x * 
THE HOUSING AND RENT ACT OF 1947, AS AMENDED 
TITLE I 
* * * * * * * 
Bae, 4, F359 
(e) This section shall cease to be in effect at the close of June 30, [1952] 1953, 
or upon the date that the President proclaims that the protection to veterans of 
World War II of their families provided by this section is no longer needed, which- 
ever date is the earlier, except that as to offenses committed, or rights or liabilities 
incurred, prior to such termination date, the provisions of this title and regula- 
tions and orders issued thereunder shall be treated as still remaining in force for 
the purpose of sustaining any proper suit, action, or prosecution with respeet to 
any such right, liability, or offense. 


* * * + * * * 
TITLE II 
* * * * * * * 


Bao. wee: 

(f) The provisions of this title shall cease to be in effect at the close of June 30, 
[1952] 1953, or upon the date of a proclamation by the President or upon the 
date specified in a concurrent resolution by the two Houses of the Congress, declar- 
ing that the further continuance of the authority granted by this title is not neces- 
sary because of the existence of an emergency, whichever date is the earlier; 
except that as to rights or liabilities incurred prior to such termination date, the 
provisions of this title and regulations, orders, and requirements thereunder shall 
be treated as still remaining in force for the purpose of sustaining any proper suit 
or action with respect to any such right or liability. 

+ * * * * * 4 


(p) Except in the case of action taken after full compliance with subsection (k) 
of this section, the President shall not reestablish marimum rents tn any defense- 
rental area which has previously been decontrolled under this Act until a public hear- 
ing, after thirty days’ notice, has been held in such area. 


* * * * * * * 
WALSH-HEALEY PUBLIC CONTRACTS ACT 
* * * * * * 


Sec. 9. [This Act shall not apply to purchases of such materials, supplies, 
articles, or equipment as may usually be bought in the open market] This Act 
shall not apply to purchases of such materials, supplies, articles, or equipment of 
standard type and construction as are usually sold in the open market to purchasers 
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generally, regardless of the method of procurement used by the Government: nor shall 
this Act apply to perishables, including dairy, livestock, and nursery products, 
or to agricultural or farm products processed for first sale by the original producers 
nor to any contracts made by the Secretary of Agrieultur he purel 
agricultural commodities or the products thereof Nothing in this Act shall he 
construed to apply to carriage of freight or personnel by vessel, airplane, bus 
truck, express, or railway line where published tariff rates are in effect or to com 
mon carriers subject to the Communications Act of 1934 


SE 10. Notwithstanding any provision of sectior of the Administrative P 
cedure Aet, such let shal ve app ccable an the adm fra yn of ” If 5 ; 
? to © of this Act A orde rs, determinations ( . and torma nler pretatior 
ge neral applicability inder such sections sha he ma or e record atte Op pe lu? 
fora hearing Re ew of any such orde r, determination ( 0 nlierpretation ! 
be had in the manne pre ded in section 10 of the Ad) nistrative Pro ead ( | hy 

(1) any person a / é é / athe ted or ad l ; 
(2 anu man hile ire of. o7 equia? deale / ” hy supplies, 
or equipme nt purchased. or to be purchased, ( fy (,; , oO? ) 
and 
3) any of the employees of such manufacturer o ir dealer, or an tho 
organization recognized b such mar facture or deale or a j fofied ft the 
National Labor Relations Boar 1, as re presentin ih emplauees 


Sec. (10911. * * * 
Sec. fligi2. * * * 








MINORITY VIEWS OF SENATORS DOUGLAS, 
BENTON, AND MOODY 


The consuming public of America—the housewives who face the 
daily task of feeding a family, and the teachers and white-collar 
workers and pensioners who have been watching the buying power of 
their fixed incomes dwindle in recent years—will search this bill in 
vain to find a single strengthening amendment which will help, rather 
than hinder, the job of holding the price line. 

There are several features of the bill which we opposed during the 
deliberations of the committee. These include principally the so- 
called comfort station amendment (sec. 108 (b)) one of whose prin- 
cipal effects seems to be to nullify a $385,245 action against the Penn- 
sylvania Railroad for overcharges in the toilets and washrooms of its 
railroad stations; the amendment making the Herlong “historical 
mark-up” amendment apply retroactively (sec. 104) which will inten- 
sify the pressures for higher grocery prices; and the “State minimum 
price law’? amendment (sec. 105), which wiil have the effect, for exam- 
ple, of raising retail cigare tte prices alone by approximately $25,000,000 
a year; it may also raise many other retail prices, including milk and 
other foods. 

We are a * this statement, however, to two aspects of the 
bill which we believe will have especially damaging effects upon the 
stabilization and defense production programs: The March 1, 1953, 
expiration date for price and wage controls; and the Dirksen-Bricker 
amendment on the Wage Stabilization Board (sec. 106). We are also 
commenting on the so-called open market amendment to the Walsh- 
Healey Public Contracts Act (see. 301 (a)). 

e 
lL. THe Marca 1, 1953, Exprratrton Dare For Prick ann Waae 
CONTROLS 


The committee has singled out price and wage controls from the 
other titles of the Defense Production Act having to do with priorities, 
allocations, credit and rent controls, and has provided a March 1, 
1953, expiration date for the price-wage titles, instead of the June 30, 
1953, date for the remainder of the act. This, we believe, can have 
but one result: 2 months of uncertainty for the country (which has 
an unsettling effect on business) followed either by a tragic abandon- 
ment of controls, without adequate consideration, or by a series of 
stopgap extens Ons. 

Congress has, in the past, had difficulty in meeting even a June 30 
dead line. In 1951, for example, the President’s recommendations 
on controls reached Congress nearly 10 weeks before the dead line. 
Yet, after five full weeks of hearings, 2 weeks of writing up the bill 
and a week of floor debate, a 31-day stopgap extension was necessary. 
Next year the problem will be even more acute. A new Congress will 
take office on January 3, and the thirty-third President of the United 


38 











AMEND THE DEFENSE PRODUCTION ACT OF 1950 39 


States will not assume the office until a mere 40 days before the 
expiration date provided in this bill. 

Is it in the national interest to flv in the face of this past experience 
and adopt this apparently unrealistic expiration date of March 1? 
If the anticipated emergency is to require priorities, allocations and 
credit and rent controls over the next 12 months, will it not also 
require at least the authority for price and wage controls? 

The choice of March 1 as the date of expiration of price and wage 
controls will have the obvious effect of torpedoing the public’s pro- 
tection against higher prices. 


Il. Tae Dirksen-BrickeR AMENDMENT ON THE WAGE STABILIZATION 


Boarpb 


lt is highly unfortunate, in our view, that the Dirksen-Bricker 
amendment reorganizing the Wage Stabilization Board and abolishing 
its present disputes-handling authority, should have been adopted 
in the midst of one of the most controversial industrial disputes in 
our history. Whenever an tnstitution such as the Wage Stabilization 
Board becomes enmeshed in a controversy which for a time dominates 
the Nation’s attention, there is a tendency to lose sight of its long-run 
achievements, and the continuing need for and usefulness of the insti- 
tution. | 

For this reason, it is our intention not to touch in any way, in this 
statement, upon the steel dispute, but inste: 
attention on the | t ' the Dirksen-Bricker amend- 
ment and to pose certain questions which we believe every Member of 


: rs " 
Congress should seek to answer in his own mind 


nh ui to concentrate our 


ie longer-range effects olf 


It should be pointed out that the Senate Banking and Currency 
Committee has held virtually no hearings whatever upon the principles 
and effects of the Dirksen-Bricker amendment, and that, while the 
Banking Committee has undertaken to do away with the disputes- 
handling authority now vested in the Board by Executive order, many 
of the problems created by this action will, inevitably, involve the 
field of labor-management relations, and will, therefore, presumably 
have to be handled not by the Banking Committee, but by the 
Labor Committee 

There are two respects in which the Dirksen-Bricker amendment 
sec. 106 of the committee’s bill) alters the present Wage Stabilization 
Board which we feel are unwise. First, it does away with the present 
tripartite and equal representation features of the Board, whereby 
labor, industry, and the public are now equally represented. Second, 
it abolishes the Board’s present authority, conferred upon it by 
Executive order, to deal with labor disputes. 


} 
i 





A. THE ABOLITION OF THE TRIPARTITE NATURE OF THE WSI 


As originally introduced, the Dirksen amendment (and the Lucas 
bill which preceded it) merely did away with the present equal- 
representation composition of the Board by providing for a majority 
of public members, while retaining equal representation for industry 


In 1951, durir le heated times, b« the House and Senate Labor Committees { hold hearings on 
the WSB and its disputes function il it hich the House rejected an earlier version of the Dirksen 
imendment (the Luc hill) t s vote of 113 to 217. on J 8. 19 nad th ‘ t ! Cc t 


firmed the 
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and labor. In its present form, as modified by the Bricker proposal, 
the amendment goes even further: It abolishes the tripartite composi- 
tion of the Board, leaving it composed exclusively of publie members. 

This has the effect of de ‘Thy ing to the two segments of our economy 
most directly and vitally affected by wage stabilization any direct 
participation in the formulation of wage-stabilization policies. It 
would seem to us that both labor and industry should be equally 
dissatisfied with this arrangement, and that both should legitimately 
seek equal representation on the Board’s membership in order to 
satisfy themselves that their respective points of view are properly 
represented as decisions affecting them are arrived at. 

The Wage Stabilization Board itself eloquently summed up the case 
both for tripartite composition of the Board and for equal representa- 
tion of labor, industry, and the public in a resolution which it adopted 
unanimously on June 27,1951. Four industry members of the Board 
supported this resolution, two abstained. The Board said: 

During such an emergency, the Government is truly the custodian of the liber- 
ties of the parties. It is essential, therefore, that Government act in such a way 
that those liberties may be returned to the parties at the end of the emergency, 
with a minimum of damage. This is the objective of the tripartite approach, as it 
has been practiced tr: wditionally by the Government in emergencies similar to the 
present . wae De ‘cisions are made after discussion among equals. They are 
reached through the exercise of persuasion rather than the exercise of a dominant 
voting power by any particular segment of the Board. Only through participation 
by equals can real cooperation be achieved in reaching decisions affecting millions of 
employees and their employers. Only in th's way can thos? employees and em- 
plovers be assured that Government is fully aware of their problems, their needs 
a their desires. [Emphas‘s supplied. ] 

Phe fear is often expressed that a tripartite board, with equal repre- 
sentation for industry, labor, and the public will too frequently result 
in a labor-industry majority outvoting the public members in order 
to achieve a peaceful settlement, even though an unstabilizing wage 
increase, contrary to the public interest, may be the cost of settlement. 
Neith : the history of the present Wage Stabilization Board, nor that 
of the War Labor Board of World War IL supports such a fear.  For- 
mer Economic Stabilizer Eric Johnston and former WSB Chairman 
George Taylor told the Senate Labor Committee that in not more 
than two or three insignificant cases during the entire World War II 
did labor and industry join in outvoting the public members. A 
tabulation of the votes of the present tripartite Wage Stabilization 
Board in disputes cases through May 20, 1952, shows 11 unanimous 
votes, 29 votes with labor members dissenting, 27 votes with industry 
members dissenting. On no final votes on disputes issues were the 
public members in a minority role, although they have been outvoted 
on a few isolated preliminary motions. 

















B. THE ABOLITION OF THE PRESENT DISPUTES POWERS OF THE BOARD 


een Congress enacted the original Defense Production Act in 

so t specifically expressed its intent to provide authority necessary 

ae vent economic disturbances, labor disputes, interferences with 

ae effective mobilization of national resources, and impairment of 
national unity and morale.”’ ' 


| i the Defense Pro iuction Act of 1950 
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It said further, in a title of the act headed “Settlement of Labor 
Disputes” (not merely wage disputes), that 


It is the intent of Congress * * * that there be effective procedures for 
the settlement of labor disputes affecting national defens 


We believe that Congress was wise in recognizing both the vital 


need for uninterrupted production in a mobilization program and the 
need for effective disputes-settling procedures. For without such 


eff ctive procedures, Coneress would seem to De Say ine 
‘‘As far as we are concerned, a labor dispute affecting the national 
defense should be dealt with 
‘“‘(a) Under the emergency provisions of the Taft-Hartley Lect, 
unless the dispute is in a single plant where these Taft-Hartley 
provisions do not apply; or, where ‘Taft-Hartlev does not apply. 
‘(b) Through the Mediation and Conciliation Service, al- 
though this Service cannot and should not recommend settlement 
terms, and is 
mediation and conciliation fail 
Cc On the p eket line, re rardless of th eonsequences ) ne 


l 
therefore of only limited usefulness: o where 


defense effort 
The Dirksen Bricker amendment does awa with the only ‘NISLINGE 
authority to carry out the congressional intent expressed in 
Defense Production Let Yet 
machinery to the Wage Stabilization Board This raises some very 
serious questions which we belie every \lember of ( ‘oneress should 


Ve 
iternative 
i Priel 


t 
he amendment offers no a 


seek to answer in his own mind The adoption of the amendment 
might suggest an increased willingness on the part of Congress to have 
labor disputes affecting the national defense fought out on the picket 
lines instead of exhausting everv publie resource in an effort to settle 
them first around i conference table 


1} The Taft-Hartley emergency provi ms eannot handle sii gle-plant 
disputes affectina national de fe) sé. . 
The emergency provisions of the Taft-Hartley Act were not designed 
to, and cannot, deal with all “labor disputes affecting national 
fense.”” Their application is limited to strikes ‘‘affecting an entire 
industry or a substantial part thereof.” They may not be used to 
postpone a strike in a single plent engaged in producing military 
aircraft or in making tank and engine parts or in smelting and refining 
crucial raw materials, although any such strike would obviously 
profoundly affect national defense 


} 
(LC- 


Senator Taft himself recognizes that there is a gap. He said, in a 
Senate Labor Committee hearing on May 17, 1951 

The Taft-Hartley provisions as they apply to a wartime emergency situation 
are not satisfactory, certainly not to me here you have a question 
which may extend to very small plants that have a direct effect on the mobilization 
of industry, that were never intended to be covered by the Taft-Hartley Act 


ba 


This is a gap which has more than theoretical consequences to 1 
defense effort. As a matter of fact, most of the disputes cases which 
have been handled by the WSB are of a type to which the emergency 
provisions of Taft-Hartley do not apply 

The Douglas Aircraft plant in California, for example, had been 
struck for about 5 weeks when the President referred the case to the 


Sy OH) of the Def ef t \ 
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Wage Stabilization Board on October 12, 1951. Although the union 
protested the referral, it went back to work, voluntarily. It has been 
back on the job for over 7 months now—over twice as long as the 
Taft-Hartley emergency provisions can postpone a strike by compul- 
sion. As of this writing, the Board has issued its recommendations, 
and the parties are near an agreement. 

Some divisions of the Borg-Warner Corp., which is making engine 
and tank parts, were on strike when that case was referred to the 
Board by the President on October 10, 1951. There again the union 
strongly protested the referral, and the Board has declined to make 
any recommendation on one of the union’s principal demands, believ- 
ing the issue to be one that should be determined by the NLRB under 
the Taft-Hartley Act. Despite this, the union has voluntarily post- 
poned its strike for over 7 months, although the outcome of the 
dispute is uncertain at this time. 

These questions, then, are raised, but not answered by the Dirksen- 
Bricker amendment: 

Without the present voluntary dis pute s-handling authority in the 
WSR. how doe S Congre SS Propose to dé al Ww ith single -plant dispu ite ‘ 
affecting the national defense (such as the Douglas and B org-Warner 
cases) which the Taft- Hartle y Act cannot de al with? 

How does Congress pro pose to achie even a te mporary post- 
ponement of a strike in such cases, as the Wage Stabilization 
Board has oS successful mn doing? 

Does the Congress propose that the Government merely stand by, 
in such cases, and allow the parties to fight out their dispute on 
the picket line ? 

Congress has already answered this last question in the negative 
by expressing its intent, in the Defense Production Act, that “there 
be effective procedures for the settlement of labor disputes affecting 
national defense.” If Congress now adopts the Dirksen-Bricker 
amendment, it will seem to be reversing itself. 

[It might be contended that the Dirksen-Bricker amendment still 
permits these cases to be handled either through the Mediation and 
Conciliation Service, or through ad hoe boards established by Con- 
gress. The weaknesses of both these procedures are set forth more 
fully below. Suffice it to say here that mediation and conciliation 
services have had to be exhausted before any disputes case could 
reach the WSB, so apparently they do not furnish the answer. 


(2) In handling disputes, the WSB has been successful in (a) securing 
back-to-work orders where strikes had begun; (b) deferring sched- 
uled strikes; and (ec) settling labor disputes w Sout strikes. 

To date, the Wage Stabilization Board has received 34 cases: 22 
submitted voluntarily by the parties and 12 certified by the President. 
In handling these cases, the Board has achieved the following results: 

First. It has succeeded in securing voluntary back-to-work orders 
where strikes had already begun, and in holding the strikes in abeyance 
voluntarily, pending Board action, usually for periods far in excess of 
the maximum 80-day delay provided by a Taft-Hartley injunction. 
In five cases certified by the President, and four cases submitted by 
the parties, strikes. were already in progress when the Board received 
the dispute. In all but one case, the unions voluntarily returned to 
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their jobs. In that one case (involving the copper industry) where 
the union refused to return to work, the Board returned the case 
to the President, who invoked a Taft-Hartley injunction against 
the union. 

Second. The Board has sueceeded in deferring strikes which were 
actually threatened at the time the Board received the case, | 
again for periods frequently in excess of the maximum 80-d: ay post- 
ponement under Taft-Hartley. Although its failure to bring about 
a settlement in the Steel case is held up by many as the biggest blac! 
mark ag rainst the Board, it should not be forgotten that the Board 
did succeed in achieving a voluntary postponement of the threatened 
strike for 19 days longer than a Taft-Hartley injunction could have 
compelled. 


nere 


Third The Board h as succeeded | ac tually bri WinYe al ru Lorre 
ments without strikes. in five cases the Board’s recommendations 
have furnished the basis for a settlement, and in two more the pa ties 
themselves reached agreement after the cases had come to the Boaré 
but without the necessity of a formal Board recommendation 

The Board’s record in disputes cases is not perfect. There h: 
been failures. Yet Congress should not allow these few failures 


obscure the long list of voluntary strike stoppages, voluntary strike 
postponements beyond the 80-day Taft-Hartley pertod, and actua 
disputes settlements, all of which were achieved after all other means 
including mediation and conciliation, had been exhausted. Congress 
should weigh carefully the few failures against the manv successes 


of the Board 


It will be said that the Wage Stabilization Board cannot, in the la 


analysis, prevent a strike. Neither, for that matter, can the Taft 
Hartley Act. But this should not lead us to say that the frequent! 
successful efforts of the Board are not desirable. Yet this ts precise! 
what the Congress seems to be saving in the el pie eg r amend 
ment since, as a result of that amendment, little will be left of thy 
disputes-handling authority which has been uae for these 


accomplishments, and no alternative authority is provided 
These accomplishments of the Board raise the following questions 
Without the prese nt voluntary dispute s-handlin q authority in the 
WSR, how does Congress expect the volun fary strike stop Pages the 
voluntary strike pe ost pon ements, a id the —— s settlements br vile tht 
about by the Wi Liye Stabilization Board to be achieved? 
Does the Congress prefer to achieve by con :pulsion, through the 
Taft- H artley Act, the strike post ponements and strike stoppages 
which the Vi age Stabilization Board has achie ved voluntarily? 


(3) When its prese nt dispute s author ity er pire s. the Board will still have 
unsettled dispute S CASES Pe nding, uith threatened strikes held in 
abe yance 

At the present time, the Wage Stabilization Board has before it 12 
disputes cases which have not been settled. In some of these cases, 
strikes were actually threatened before the case came to the Board 

These strikes are being held in abeyance pending Board action 

Under the Dirksen-Bricker amendment, the Board’s present authority 

to deal with these disputes will expire 30 days after the enactment of 

the amendment. This raises the following questions which we believe 
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should be answered, but™are not answered, by}the Dirksen-Bricker 
amendment: 

What does Congress propose to do about the unsettled disputes 
CASES pe nding be fore the WSB at the time its present disputes au- 
thority expires? 

Specifically, what does Congress propose to do about those pending 
cases in which strikes were threatened prior to WSR consideration 
especially those where Taft-Hartle y is not applicable? 

Does Congre ss propose to drop these dispute s and allow strikes 
to occur? 


1) Conciliation and Mediation Services have not been bypassed: they 
have been fully used but they are not ade quate to handle all national 
de he lise dispute S 

The committee report, in commenting on the Dirksen-Bricker 
amendment, has said: 

The existence of the present board in your committee’s judgment has tended 
to nullify free collective bargaining, [and] the full prior use of the Mediation and 
Conciliation Service. * * # 

We do not believe that the facts support this view. The very fact 
that less than three disputes cases per month have been accepted by 
the Board seems to us a good indication that collective bargaining and 
conciliation have not been largely interfered with by the Board. 

Secondly, the Executive order vesting the disputes function in the 
Board very properly required that the woe accept only those cases 
“not resolved by collective bargaining or by the prior full use of 
conciliation and mediation facilities.” T es Board has been se rupulous 
in Observing this requirement. It has enacted a resolution requiring 
the parties to demonstrate the bargaining and mediation steps they 
have taken prior to submitting their case to the Board. It has 
actually refused jurisdiction over two cases submitted to it, because 
it found the parties had not exhausted the other means available to 
them. In one of these cases, the parties later returned to the Board 
for approval of an agreed-upon settlement. 

We cannot help pointing out, however, that the functions of the 
WSB and those of the Mediation and Conciliation Service are entirely 
different. The Mediation Service cannot, and should not, reeommend 
settlement terms, as the WSB is empowered to do. The capacity 
of the Service to settle disputes is, therefore, limited—probably too 
limited to satisfy the urgent needs of uninterrupted production during 
a period of defense mobilization, It was presumably in recognition of 
the need for some machinery beyond the existing Mediation Service 
that Congress expressed, in the Defense Production Act, its intent that 
“there be effective procedures for the settlement of labor disputes 
affecting national defense.” 

Cyrus Ching, Director of the Mediation and Conciliation Service, 
explained the difference between the Service and the WSB, before the 
House Labor Committee on June 4, 1951. He also warned of the 
danger of vesting in the Mediation Service the power of recommending 
settlement terms: 

The functions of the two services [the Mediation Service and the WSB] are 
entirely different. The great asset we have is the confidence that organized labor 
and employee representatives and employer representatives have in our Service 
as to our impartiality. * * * Now if we ever get into the field where we are 
making recommendations, then we are acting in a capacity not as mediators but 
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as arbitrators, and we will rapidly lose ground and destroy the effectiveness of the 


Mediation Service. * * The Wage St: abilizs ition Board, on the other hand, 
is a body set up for that purpose in this emergency. That is their function; that 


is their responsibility, but the two things are arutte different 


(5) Er perve nee shows that ad hoe boards fol individual dispute Ss are not 
workable , ES pe cially whe n sub i ct to revel sal by a perma nt hoard 


lt hey be contended by some that where the Taft-Hartle \ Act, 01 
other acts of Congress, are incapable of dealing with a strike affecting 
national defense, Congress is still free, under the Dirksen-Bricker 
amendment, to establish ad hoe boards to handle each dispute as it 
arises, 

The establishment of such boards would be costly, wasteful, and 
time-consuming. But they suffer an even more serious difficulty 
Their recommendations on wages and other compensation, if any, 
must ultimately be approved, and may ~ rejected, by the new Wave 
Stabilization Board created by the Dirksen-Bricker amendment 
Thus, the final decision would actually be made by i body before 
which neither party would have an opportunity to appear directly 
There Isa suggestion here of a denial of du process to industry and 
labor alike. Furthermore, the existence of a separate authority which 
must ratify the recommendations of the ad hoe board casts a cloud 
of uncertainty over that board’s deliberations, and diminishes its 
effectiveness in bringing about a settlement. 

This is much more than a theoretical fear. A concrete example of 
what happens when the stabilization function is divorced from the 
disputes settling function is aptly illustrated in the railroad labo: 
dispute of 1943. An emergency board appointed under the Railwa 
Labor Act made certain recommendations for the settlement of the 
dispute. These recommendations were set aside by the then Economic 
Stabilizer Fred Vinson. As a result, there was considerable turmoil 
and threats of a strike by the railroad unions 


(6) The Dirkse n-Brieke raie ndme nt would unurisely restrict the fle ibility 
of E r¢ cutive action in seeking voluntar Y settl ments of labor dispute 8 

The Dirksen-Bricker amendment apparently seeks to restrict 
severely the power of the Executive to take appropriate action to 
achieve voluntary settlements of labor disputes affecting the national 
interest. It seeks to do this by specifying that the Government shall 
deal with labor disputes under provisions of law enacted by Congress 
“and not otherwise.’ 

Such Executive action has frequently been taken in the past in a 
wide variety of ways without specific statutory authorization, by Presi- 
dents of both political parties and of widely varying political views. 
The recent settlement of the long-standing railroad dispute was 
achieved through action taken by Dr. John Steelman, acting for the 
President, without specific statutory authorization 

Aside from the constitutional propriety of a limitation of Executive 
power such as is contained in the Dirksen-Bricker amendment (which is 
a question that can and should be decided by the Supreme Court, not 
the Congress), we feel that the limitation is most unwise. As has 
recently been pointed out by an outstanding labor-relations expert 
Dr. William H. Davis, before the Senate Labor Committee, it is the 


1 President Cleveland intervened in 1 dispute, President MeKin! FJ ent Theodore Roosevelt 


in 6, Pre t W n 12, and P lent Harding in 4, all dur t ry SO4 
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very flexibility and variety and, as several representatives of industry 
have put it, the unpredictability of possible Executive intervention 
which has a tendency to make the parties rely on their own resources 
and responsibilities in reaching a settlement. 

We concur fully with the emphasis given by the Banking and 
Currency Committee, both in this report and in the Defense P roduc- 
tion Act itself, to a primary reliance on collective bargaining in good 
— by the parties as the best way of settling labor disputes. We 
believe, however, that this limitation of Executive action contained 
in the Dirksen-Bricker amendment will lessen rather than add to the 
incentives to collective bargaining. 


SUMMARY AND CONCLUSION 


The Dirksen-Bricker amendment casts aside the voluntary disputes 
handling authority which has been given the WSB, but offers nothing 
definite to take its place. 

This leaves a gap in our labor laws, since there are single-plant 
strikes which can vitally affect national defense, but which cannot be 
dealt with by the Taft-Hartley Act. The Dirksen-Bricker amend- 
ment does not specify how these should be handled. 

While the present Wage Stabilization Board may not have a perfect 
slate, it does have an impressive record of stopping strikes already in 
progress, of postponing threatened strikes, and of bringing about 
settlement of disputes. The Dirksen-Bricker amendment does not 
specify how these accomplishments are to be continued in the future. 

When the Board’s present disputes functions expire under the 
Dirksen-Bricker amendment, there will be unsettled cases pending, in 
some of which threatened strikes are being held in abeyance, pending 
Board action. The Dirksen-Bricker amendment does not suggest 
how these disputes are to be resolved. 

Of course, the Congress is entitled to wipe out the present voluntary 
disputes settling authority without providing for any adequate alter- 
native means of settling disputes affecting national defense. But let 
this bé perfectly clear: It will be Congress which should, and will 
have to, bear the responsibility for this action, 

The experience of the past 12 months of the Board’s life convinces 
us that the questions we have raised in this statement, which we be- 
lieve are not answered in the Dirksen-Bricker amendment, will con- 
tinually rise to trouble us. It would seem to us that if Congress is to 
live up to the responsibility it will be assuming under the Dirksen 
amendment, it should, in the national interest, provide answers to the 
questions raised by the amendment itself before wiping out the dis- 
putes-handling authority now vested in the Wage Stabilization Board. 


Ll. Tae “Open Marker’? AMENDMENT TO THE WatsH-HEALEY 
Puriic Contracts Act (Src. 301 (A)) 


The following statement summarizes briefly the principal points of 
our opposition to the so-called open market amendment to the 
Walsh-Healey Public Contracts Act contained in this bill. The basie 
issue raised by this amendment is: Shall the “open market exemp- 
tion” in section 9 of the Walsh-Healey Act apply to all common-use 
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articles which are available for purchase on the open market by the 
general public as well as by the Government? Or shall the exemption 
apply only to those articles which the Government itself buys on the 
open market (in accordance with purchase statutes) rather than by 
specific contract. The first of these interpretations is that proposed 
by the “open market”? amendment in this bill. The second interpre- 
tation is the one which is now in effect, and which has been in effect 
ever since the early months of the Walsh-Healey Act. 


* * * * * * * 


1. THIS IS A PERMANENT AMENDMENT TO A BASIC STATUTE ATTACHED 
TO EMERGENCY LEGISLATION 


This constitutes a fundamental and sweeping amendment, which is 
permanent in character, to a basic statute which originated in the 
Senate Labor Committee, and has been on the books for nearly 16 
Vears., Nevertheless, this permanent ameudmeiit is attached to a 
piece of emergency legislation, supposedly temporary in character. 
We believe this is extremely bad legislative procedure. Permanent 
amendments to basic legislation should, we believe, be introduced as 
separate bills in their own rights. Our attempt to have this amend- 
ment (as well as the so-called procedure amendment to the Walsh- 
Healey Act) expire with price and wage controls, so as to limit its 
effects to the emergency period, was only narrowly defeated by the 
committee, 


2. CONGRESS’ INTENT IS NOT CLEARLY ESTABLISHED IN THE MANNER 
OF THIS AMENDMENT 


Although the amendment purports merely to clarifv and express the 
original intent of the Congress which enacted the Walsh-Healey Act, 
we believe that the available evidence does not definitely establish 
Congress’ intent in the manner proposed by this amendment. If any- 
thing, the evidence favors the interpretation of the ‘‘open-market 
exemption” which has been in effect now for 15 years 
The Le gislative history 

Kirst of all, although the legislative history in this matter is divided, 
there is certainly ample legislative history supporting the existing 
interpretation of the open-market exemption. For example, Congress- 
man Healey, principal sponsor of the legislation in the House, said in 
congressional debate that he anticipated that classes of such common- 
use articles as shoes and clothing sold to the Civilian Conservation 
Corps were to be included in the bill’s provisions. (See Congressional 
Record, June 18, 1936, p. 10094.) Likewise, Senator Walsh, principal 
Senate sponsor of the legislation, testifying before the House Judiciary 
Committee, expressed his concern that ‘‘the boot and shoe industry 
is being wiped out in the boot and shoe centers of Massachusetts” 
because of the migration of the industry to low-wage areas. If this 
is one of the things which Senator Walsh was secking to prevent, it 
is fair to presume that he did not intend to exempt from the act an 
article so susceptible of purchase in the open market by the general 
public as shoes. 
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Other sections of the act 

Second. There is evidence in other sections of the Walsh-Healey Act 
itself that Congress did not intend the open-market exemption to apply 
to all common-use items purchasable in the open market by the general 
public. For one thing, the very section which contains the so-called 
open-market exemption also specifically exempts “perishables, in- 
cluding dairy, livestock, and nursery products.’ Clearly, dairy 
products are of a standard type available on the open market to the 
general public. If Congress had intended to exempt, by the open- 
market provision, all such standard common-use articles, why would 
it have found it necessary to make explicit reference in the exemption 
section of the act to such things as dairy products? 

For another, one of the basic requirements in the act (sec. 1 (a)) ts 
that a contractor be “the manufacturer of or a regular dealer in’”’ the 
articles to be furnished the Government. If Congress had intended 
the act to apply only to specialized articles made exclusively for the 
Government, the “‘regular dealer’? requirement would be meaningless 
since, obviously, there are no “regular dealers’ in artillery and ma- 
chine guns. 

Recent purchasing acts 

Third. Congress has, subsequent to the enactment of the Walsh- 
Healey Act, enacted legislation governing Government purchases whose 
references to the Walsh-Healey Act confirm the existing interpretation 
of the “open market exemption” (i. e., that only those goods which 
the Government is authorized to buy on the open market are exempt) 
as the continuing understanding and intent of Congress. During 
World War II, Congress enacted legislation permitting the war pro- 
curement agencies to dispense with the requirements of advertised 
bidding in negotiating war contracts. In doing so, however, Con- 
gress explicitly stated that negotiated contracts were not to be ex- 
empted from the provisions of the Walsh-Healey Act “solely because 
of being entered into without advertising.”’” Had Congress not be- 
lieved that the “open market exemption” applied only to those Gov- 
ernment purchases not made by advertised bids, (i. e., applied only to 
those purchases which the Government makes on the open market), it 
would not have found it necessary to include such an explicit reference 
to the Walsh-Healey Act in these purchase statutes (54 Stat. 712; 54 
Stat. S84; 54 Stat. 676). A similar provision was included as re- 
cently as 1947 in the Armed Services Procurement Act of 1947. 


3. THE EXISTING INTERPRETATION OF THE OPEN MARKET EXEMPTION 
WAS CONFIRMED IN 1937 BY THE COMPTROLLER GENERAI 


In the early months of the Walsh-Healey Act, Congress, through 
the House Appropriations Committee, asked for, and received from 
the Acting Comptroller General, a confirmation of the interpretation 
given the open-market exemption by the Secretary of Labor, before 
it would appropriate a single penny for the administration of the 
Walsh-Healey Act. In its letter to the Comptroller General request- 
ing his opinion, the House Appropriations Committee pointed out 
the testimony it had received to the effect that 
whereas between 3,500 and 4,000 contracts are now covered by the act, such a 


construction of the law [exempting all “‘common use”’ items] would reduce the number 


/ 


of contracts to be considered to about 500. {emphasis supplied. | 
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In his reply to the House Appropriations Committee dated March 
24, 1937, the Acting Comptroller General said: 


The point (as to the proper interpretation of the open-market exemption) was 
carefully considered in connection with other questions presented here for decision 
involving the operation of the Walsh-Healey Act, and in disposing of those 
matters, | found no proper basis upon which to disagree with the interpretation 


placed on this provision in the opinion of the Solicitor of Labor 


Under the construction of the 8-hour law provision [enacted in 1912] there were 
exempted all classes and characters of supplies from twine and paper boxes to 
dynamos and locomotives * * To permit h exemptions under the present 
act, which relates only to supply contracts, ou so restrict its operation as 
practically to nullify its other Provisions {Iempha sis supplied 


Ever since, Congress has continually been appropriating funds to 
administer Walsh-Healey in accordance with the Acting Comptroller 
General’s opinion 15 vears ago. It is not as if this were a dormant 
or obscure interpretation which Congress had allowed to remain 
unchallenged over the years. 


4. THIS AMENDMENT WILL EXEMPT BILLIONS OF DOLLARS OF GOVERN- 
MENT CONTRACTS FROM ALI THE REQUIREMENTS Of! THE WALSH- 
HEALEY ACT 


This amendment exempts from the coverage of the Walsh-Healey 
Act those standard articles which are generally available for purchase 
by civilian purchasers, The Government buys literally thousands of 
types of articles in a wide variety of forms, as any examination of a 
Federal purchasing catalog will show. The combination of factors 
determining the general availability to civilian purchasers of Govern- 
ment-purchased articles is almost infinite. The sheer complexity of 
Government purchasing, therefore, makes it impossible to estimate 
with precision, without several months of experience under the amend- 
ment, the extent to which this “open market” amendment will exempt 
Government purchases now covered by the act 

It is clear, however, that literally billions of dollars of contracts now 
covered will be eligible for exemption under this amendment. As the 
committee report points out, such things as everyday type pencils 
and office equipment which are generally available for purchase by 
civilian purehasers will be exempted. So will those standard foods 
and chemicals and paints and cement which are generally available for 
civilian purchase. 

It should not be forgotten that contracts exempted by this amend- 
ment are exempted from every requirement in the act, and not merely 
the minimum wage provision. They will be exempted, for example, 
from the requirement in section 1 (a) of the act that the contractor 
be ‘a manufacturer of or a regular dealer in” the article to be furnished 
the Government. Because billions of dollars of contracts will be 
exempt from this ‘“‘manufacturer-regular dealer’? requirement, one of 
the principal purposes of the act will be severely crippled—namely, 
the elimination of “vest pocket’’ bid brokers, who have no manu- 
facturing facilities of their own, but who merely secure Government 
contracts, and peddle them to the lowest wage areas or to financially 
distressed firms. The child labor and the safety and sanitation re- 
quirements of the act will likewise be severely curtailed by the exemp- 
tion of additional billions of dollars of contracts by virtue of this 
amendment. 
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5. THIS AMENDMENT WILL BE DIFFICULT TO INTERPRET AND ADMIN- 
ISTER AND WILL CREATE UNCERTAINTY FOR GOVERNMENT CON- 
TRACTORS 


This amendment replaces a clear-cut definition of the open-market 
exemption, clearly defined by the Government purchasing statutes, 
with one vastly more difficult to interpret because of the variety and 
complexity of Government purchases to which we have already made 
reference. 

For example, there is a wide range of possible differences between 
the specifications that may be required in a Government contract 
and those ordinarily used for similar articles usually sold in the open 
market to purchasers generally. Thus, in the administration of this 
amendment, there will likely be differences of opinion as to what 
degree of difference is required if an article is not to be called of 
standard type and construction. 

Similarly, there will be a number of items, such as rifle ammunition, 
which are produced principally for the Government, but which are sold 
in minor but varying degrees to purchasers generally. 

The result is likely to be a great deal of uncertainty both for business 
and for the procurement agencies. Many cases may have to be 
settled by costly and time-consuming litigation, from which the 
existing interpretation of the “open market exemption” has been 
virtually free. 

* * * * & * * 

In conclusion, we would like to make two general observations con- 
cerning the Walsh-Healey Act as a whole. 

First. It would be a mistake, we believe, to consider this as an act 
for the exclusive benefit of labor. It also provides protection for 
manufacturers who pay fair wages, and who wish to bid on Govern- 
ment contracts. 

Second. This amendment is predicated, in part, on the theory that 
it will enhance the industrialization of one section: The South. To 
us, this is not, and should not be, a sectional issue. The factors which 
contribute to the industrial growth of any area are complex indeed. 
Some facts have been brought to light which at least cast some doubt 
upon the theory that a “cheap labor market”’ is the principal factor. 
A survey of 88 corporations locating in the South, made by the National 
Planning Association, showed that “labor supply’? was only a third- 
ranking factor, with “good markets” and ‘“‘available materials’ playing 
a more important role. The association’s pamphlet, New Industry 
Comes to the South, said: 

* * new plants were usually not after cheap labor; they wanted labor 
supply itself and low labor costs—quite a different thing. * * * What the, 
{the employers] were primarily interested in were lower labor costs—less labor 
turnover and absenteeism, with greater opportunity of operations—not chiefly 
cheap labor. 

Statistics indicate, furthermore, that the South has not had an 
unimpressive industrial growth during the past decade, during which 
the existing interpretation of the “open market exemption” of the 


Walsh-Healey Act was in effect. From 1939 to 1947, manufacturing 


employ ment in the Southeast States rose by SY percent, as compared 


with only a 45-percent increase for Southwestern States. While 
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many factors may have contributed to this development, the Walsh- 
Healey Act apparently did not prevent it. 

Because the problem of the mdustrial growth of the Nation as a 
whole, as well as that of any of its regions is so complex, we strongly 
believe that the Congress should give extensive consideration, which 
we feel this amendment has not received, before it enacts into perma- 
nent law such a sweeping amendment to a basic statute as is repre- 
sented by the proposed “open market’? amendment. 





